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THE PROPOSED SALE OF PRUDENTIAL STOCK. 


Review of the Facts and Some Conclusions from an Impartial Standpoint — History 
of the Prudential Stock — Is the Present Management in Danger — The 
Grounds of Opposition to the Sale. 


The interest of financiers and un- 
derwriters, of the field 
forces in life-insurance, has become 
absorbed during the past two months 
in the proposed interpurchase of stock 
between the Prudential Insurance 
Company of Newark and the Fidelity 
Trust Company of the same city. 
The scope, purpose, and significance 
of this joint move have been widely 
discussed, and varying opinions ex- 
pressed as to its expediency and value 


as well as 


to the various interests involved. 

The concerned in the 
proposition are so large, and the 
principles at stake are so important 
life-insurance, 


interests 


in their relation to 
that we propose to devote considera- 
ble space to a discussion of the case. 
The circumstances have been given 
great publicity in life-insurance cir- 
cles through the initiative of the man- 
agement of the Prudential, which has, 
in fact, invited a full and free discus- 
sion of the issues at stake. 

As is customary, however, even 
where publicity is sought, hasty con- 
clusions and erroneous assumptions 
have been reached, either for or 
against the company, which a care- 
ful study of the facts may not justify. 
We have not seen, from any 
source, an absolutely impartial and 
non-partisan presentation of the case. 


yet 


We propose to give to the readers of 
this magazine such a presentation if 
it be possible. 

Before proceeding to discuss the 
merits of the proposed exchange of 
control between the Prudential and 
the Fidelity Trust, we deem it essen- 
tial to a fair understanding of the 
case to present a few facts in regard 
to the history of the Prudential. 

ad 
Some Interesting Early History. 

The 
pany was organized in 1875, solely 
through the efforts of John F. Dryden, 
who had for 
himself to a study of industrial insur- 


Prudential Insurance Com- 


many years devoted 
ance, and had long sought to apply 
this system to American conditions. 
Whether Mr. Dryden foresaw or con- 
templated a great beneficent insti- 
tution, the 
possibilities in their commercial as- 


or merely looked upon 
pects, is not of material consequence. 
In either case, the 
prompted his industry and his future 


motives which 


action are such as commonly move 
men and are considered worthy of 
commendation, and events have 
proved that he possessed the capacity 
to establish an institution which was 
both beneficent and commercially 
successful. 


Mr. Dryden began his enterprise 
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with some $6,000 cash capital, which 
he put in himself or collected among 
a few of his friends. Subsequently, 
he was able to secure additional sub- 
scriptions for $85,000, making $91,- 
ooc. This is all the cash capital 
which it has ever been necessary to 
pay into the company. 

For four years the company trans- 
acted business without declaring a 
dividend. In 1879 a cash dividend 
of $9,000 was paid. For the next 
two years no dividends were paid. 
In 1882 $9,900 was paid. Since that 
time the amount of dividends has 
steadily increased, and at the same 
time the original capital stock has 
been added to by stock dividends, 
until in 1893 the total stock was in- 
creased by this method to $2,000,000, 
and the company began thereafter to 
pay a dividend of ten per cent, or 
$200,000 per annum. ‘This is the 
rate of dividend which has been paid 
for the past ten years. 

While the early results of the busi- 
ness were unprofitable, and the out- 
look to the original stockholders may 
have looked dubious, subsequent de- 
velopments proved this investment of 
$91,000 profitable beyond expecta- 





tion. For that cash investment the 
stockholders have received the fol- 
lowing returns : — 
Cash dividends $2,312,980 
Stock dividends 1,910,000 
Total $4,222,980 


Beyond this there is a large addi- 
tional gain from appreciation in the 
market value of the stock. On the 
basis of dividends paid alone it is 
worth at least three hundred per cent, 
but shares of the stock have recently 
been sold as high as eight hundred 
per cent. The price at which the 


Fidelity Trust proposes to buy fifty 


per cent of the outstanding stock is 
six hundred per cent. Therefore, 
$1,000,000 of the company’s stock is 
worth at least $6,000,000 in the mar- 
ket, and the other million is worth at 
least $3,000,000. In other 
the total value of the company’s 
stock is at least $9,000,000. Hence, 
to the above gains from stock and 
cash dividends must be added an 
appreciation in value of $7,000,000, 
the value yielded by the original in- 
vestment of $91,000, being not less 
than $11,222,980. 


words, 


The commercial success attending 
the operations of the Prudential 
have been all that could reasonably 
be expected by the original investors, 
and it does not seem possible that 
Mr. Dryden could have forseen a 
greater degree of material prosperity 
than has attended his persistent ef- 
forts to develop in America the idea 
of industrial life-insurance. 


¥ 
Conditions As They Stand To-day. 


The original stockholders of the 
company have changed, the officers 
and directors gradually acquiring 
and more of the shares, al- 
though a majority of the stock is still 
held outside of the directors. Mr. 
Dryden is now the largest individual 
stockholder. He was originally sec- 
retary of the company and afterwards 
became its president, an office which 
In the twenty- 
five years the company has accumu- 
lated nearly $60,000,000 of assets, 
and some $9,000,000 of surplus. 

With the growth of the company 
the compensation of the president 
and other executive officers who are 
also stockholders, has increased, and 
Mr. Dryden’s salary to-day is prob- 
ably equal to that of other presidents 


more 


he to-day occupies. 
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who manage the affairs of great suc- 
cessful corporations. Like them he 
has made a fortune as the result of 
his industry and his knowledge of 
life-insurance, and more particularly 
perhaps as the result of having first 
adapted industrial insurance to Amer- 
ican conditions. When he began he 
had little or nothing. Before he em- 
barked on the enterprise he devoted 
some of the best years of his life to 
the study of industrial insurance. He 
interested others only with difficulty, 
but like all who have persisted in an 
idea which is adaptable to the needs 
of the masses, his final success has 
been complete and extraordinary. 

Under the original articles of incor- 
poration it was provided that the Di- 
rectors of the Prudential should serve 
for three years, one third of the num- 
ber to be elected each year. This was 
afterwards changed by an act of the 
Legislature so that all the Directors 
should be elected annually to serve 
for one year. Originally also it was 
provided that policy-holders should 
have a vote in the affairs of the com- 
pany, but this right was taken away 
from them by the Legislature in 188o. 

The control of the Prudential is to- 
day vested in ninety-one stockhold- 
ers, among whom is divided the 
$2,000,000 of stock. This stock con- 
sists of 40,000 shares, with a par 
value of $50 each. ‘The Prudential 
is the only life-insurance company 
having a large capital stock in which 
policy-holders do not possess a voting 
franchise. It is therefore possible un- 
der existing conditions,— and proba- 
ble if the 40,000 shares of stock become 
more widely distributed than at pres- 
ent,— for a controlling interest to be 
secured and the present management 
of the company dislodged from 
control. 


If the present management, or its 
probable successors, is inefficient and 
incapable of successfully conducting 
the affairs of the company, it might 
be desirable that the possibilities of a 
change in this way should remain 
open. Upon the other hand, if the 
management is efficient and is as suc- 
cessful as any which is likely to take 
its place, then it is constantly menaced 
by the possibility of a transfer of the 
control into the hands of those who 
are less efficient. 

To avoid this possibility, to perpet- 
uate the present management, and to 
give to the stockholders a return rep- 
resenting the commercial value of 
their stock, the plan for a sale of the 
controlling interest to the Fidelity 
Trust has been consummated. Judg- 
ment as to the merit of the plan must 
depend mainly upon the opinion which 
prevails, first, as to the efficiency of 
the present management of the Pru- 
dential, and second, as to the charac- 
ter of the control likely to be exercised 
by the Fidelity Trust. 

* 
Something About the Fidelity Trust. 


The Fidelity Trust began business 
in 1887, 
1875, with a capital of $250,000. In 


under a charter procured in 


1891 this was increased to $500,000, 
in 1898 to $1,000,000, and in 1902 to 
$1,500,000. In 1900 the Prudential 
began to purchase stock in the Fidel- 
ity Trust, and according to the testi- 
mony of the president of the latter 
its business prosperity from that date 
increased with great strides. He 
claims that it is to-day the largest 
trust company in New Jersey. The 
Prudential now holds 2,500 shares of 
Fidelity stock, the book value of 
which is $625,000, and the claimed 
market value $1,250,000. The Board 
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of Directors of the Fidelity Trust is 


comprised of eighteen members, 


seven of whom are directors in the 
Prudential. 

The Equitable Life-Assurance So- 
ciety of New York is also a stock- 
holder in the Fidelity Trust. On 
December 31, 1901, it reported the 
ownership of two hundred and twelve 
book value 
claimed market value $106,000. 


$106,029, and 
The 


interests of the Equitable are repre- 


shares, 


sented in the directory of the Fidelity 
Trust by James W. Alexander, James 
H. Hyde, and William H. McIntire, 
all executive officers of the Equitable. 

The financial condition of the Fidel- 
ity Trust on June 30, 1902, was as 
follows: Assets, $14,052,122; surplus, 
including capital stock, $5,212,694. 
Both the Prudential and the Equita- 
ble Life use the Fidelity Trust as a 
depository. Their patronage is large 
and may in the future become larger. 
The Prudential’s cash carried for cur- 
rent transactions is between $4,000,- 
000 and $5,000,000. The Equitable’s 
is in the neighborhood of $20,000,000. 

* 
Proposed Purchase of Prudential Stock. 

The Fidelity Trust at present owns 
one share of stock in the Prudential. 
Its directors have voted to purchase 
one half of the outstanding stock at 
six hundred per cent. This action 
was taken and the contract ratified at 
meetings at which those directors who 
directors in the Prudential 
were Under this 
every stockholder of the Prudential 


are also 


absent. contract 
can sell one half of his stock to the 
Fidelity Trust for six hundred per 
Stockholders con- 


cent of par value. 
trolling sixty per cent of the Pruden- 
tial stock have given their assent to 
the contract, and are pledged to-sell 


as much of their stock at this price as 
will be necessary to give the Fidelity 
Trust a control of the Prudential 
stock, and to make up the deficiency 
from those stockholders who do not 
assent to the plan. 

In order to effect this purchase of 
Prudential stock without using its 
present funds, the Fidelity Trust will 
the 
which will be $1,500,000, but which 
will be sold at seven hundred and fifty 
per cent of par value. For the sale 
of this new stock the Fidelity Trust 


issue new stock, par value of 


will therefore receive $11,250,000, of 
which $9,750,000 will represent sur- 
plus above capital stock, thus increas- 
ing the company’s present surplus to 
about $13,500,000. Of this surplus 
$6,000,000 will be used in purchasing 
the controlling interest in the Pruden- 
tial stock. 

Inasmuch as the management of 
the Prudential has declared its inten- 
tion not to increase its stock dividends 
above ten per cent, and as public 
policy makes it seem probable that 
this course will be pursued, the ac- 
tual value of the Prudential stock as 
an interest-bearing security does not 
exceed three hundred per cent of par. 
The additional 
cent paid for the Prudential stock rep- 


three hundred per 


resents a value outside of dividend 
earnings, a value which will be paid 
The 
president of the Fidelity Trust Com- 
pany states: ‘*‘ The value of the con- 
trol of the stock of the character of 
the Insurance Company’s is in my 
the 
value per share of said stock, or of a 
minority interest therein.’’ 
furthermore, ‘‘It is true that the man- 
agement of the Insurance Company 
contemplates no early increase of divi- 
dends upon the Insurance Company’s 


only for a controlling interest. 


judgment largely in excess of 


He says 
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stock, but, nevertheless, the power to 
so increase remains and is an element 
of value.’’ 

Unless there is an increase in the 
rate of dividends paid by the Pruden- 
tial, at least one half the value of the 
purchase price paid by the Fidelity 
‘Trust must rest in the control of the 
funds and business of the insurance 
company, the added patronage it will 
secure thereby, and the prestige which 
comes from close association with a 
large and rapidly growing corporation. 


¥ 
Prudential to Control Fidelity Trust. 


The stated object in transferring a 
controlling interest in Prudential 
stock to the Fidelity Trust, is to place 
this control in the hands of a respon- 
sible corporation instead of individu- 
als, and at the same time to pay the 
majority of stockholders a price at 
which they will be willing to part 
with their valuable holdings. With 
this transfer of control, the present 
management of the Prudential, in 
order to ensure its permanent reten- 
tion in office, obtained an option 
upon a sufficient amount of the new 
Fidelity stock issue, which, in connec- 
tion with the shares it already holds, 
would have given the Prudentialacon- 
trolling interest in the trust company. 
This stock was to be paid for at 750 
per cent of par. When the new 
Fidelity stock is issued there will 
be 30,000 shares in all. To control,the 
Prudential would have to hold at least 
15,000 shares. As it now holds 2,500, 
it would have to purchase 12,500 new 
shares at 750 per cent of par. This 
would require an investment of 
$9,375,000. 

When the plans for the exchange 
of control were completed a public 
announcement of the fact was made, 


and the offer of purchase at six hun- 
dred per cent extended to the minor- 
ity stockholders of the Prudential, 
who prior to that time had not been 
party to the transaction. Following 
this offer a suit was brought in the 
Chancery Court in New Jersey by 
two Prudetitial stockholders, William 
Robotham and John Illingworth, 
asking for an injunction to restrain 
the directors of the Prudential from 
purchasing any shares of the in- 
creased capital stock of the Fidelity 
Trust. 

The contention is, that it is not safe 
for the Prudential to invest so large a 
part of its assets in trust-company se- 
curities; first, because the trust com- 
pany is not capable of earning and 
paying a fair dividend upon the in- 
vestment, and second, because a 
large part of the securities of the 
trust company will consist of its con- 
trolling interest in the Prudential 
stock. It is also contended that in 
purchasing this control the Pruden- 
tial will practically engage in a bank- 
ing and trust business, which is not 
permitted under its charter, and also 
that the plan is an indirect method 
by which the funds of the Prudential 
are to be used to purchase its own 
stock. 

¥ 
Defense of the Plan. 

In answering this application for 
an injunction, the officers of the Pru- 
dential and of the ‘Fidelity Trust tes- 
tified under oath that, with its in- 
creased capital stock, the Fidelity 
Trust will earn at least four per cent 
upon the money invested from the 
start, and that this rate of return will 
greatly increase in the future.. The 
President of the trust company testi- 
fied that in 1898 its earnings upon 
capital stock were 26 1-2 per cent, in 
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1899 26 per cent, in 1900 43 per cent, 
in 1901 20 percent, and for ten months 
of 1902 over 29 per cent. He further 
testified that if the plans proposed 
were consummated the net earnings of 
the trust company for the first year 
would be at least $900,000, which rep- 
resents a five per cent investment on 
$18,000,000. 

President Dryden testified that the 
proposed close connection with the 
Fidelity Trust would be of the great- 
est benefit to the Prudential, inde- 
pendent of the probable return in 
dollars and cents on its investment, 
pointing out the benefits which other 
insurance companies had gained from 
such connections, particularly the 
Mutual Life and the Equitable Life. 
This testimony was supported by that 
of President James W. Alexander, 
of the Equitable Life, who said : 

“It was at our suggestion that the 
change was made, increasing the capital 
of the Fidelity Trust Company to §3,000,- 
ooo, in order that as large a block of the 
new Stock as possible might be subscribed 
for and taken by the Equitable Society. . . 
The collateral advantages to the trust com- 
pany arising from the close relations of 
these two companies, and consisting of 
large deposits of cash, the trust company 
acting as financial agent of the insurance 
company, and other advantages of simi- 
lar import, will, in my judgment, yield 
substantial returns to the trust company 
far in excess of an ordinary return upon a 
prudent investment.”’ 


Mr. Dryden’s testimony was also 
supported by sworn affidavits from 
several well-known bankers and 
stock brokers. One of them testified 
concerning the Fidelity stock that he 
had ‘‘ personally negotiated for some 
stockholders a sale of twenty-five 
shares at $820,’ and that since the 
announcement of the proposed plans 
Fidelity stock had risen to about 
$1,000. Another testified concern- 
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ing Prudential stock that ‘‘since the 
announcement of said plan a_ bona- 
fide offer has been made to me to 
purchase the controlling stock in the 
Prudential Insurance Company at 


” 


$800 for every $100 of par value. 
¥ 
How the Matter Stands. 


President Dryden stated that the 
contract by which the Fidelity Trust 
is to purchase Prudential stock, has 
no reference to the purchase of trust 
company stock by the Prudential, 
and that the Prudential stock must 
be purchased by the trust company 
whether or not the Prudential ever 
buys another dollar of the trust 
company stock. 

After hearing the evidence, Vice- 
Chancellor Stevenson granted the 
injunction and the Prudential has de- 
cided not to purchase the Fidelity 
stock as proposed. 

At a meeting of the Fidelity Trust, 
held Nov. 5, the directors of the Fi- 
delity Trust, not including those who 
were also directors of the Prudential, 
voted to ratify the contract for the 
purchase of Prudential stock, and the 
transfer at six hundred per cent of 
par will be made on or before May 1, 
1903, provided the Fidelity is able to 
dispose of a sufficient amount of its 
new stock at seven hundred and fifty 
per cent to effect this purchase. In 
view of the injunction issued the 
Prudential will not be able to pur- 
chase a controlling interest in the Fi- 
delity Trust, and therefore will not 
be in a position to control thus indi- 
rectly the management of the Pru- 
dential. The probability is that 


whether or not the Prudential pur- 
chases Fidelity stock, a_ sufficient 
amount of the increased issue will be 
taken by other investors to enable 
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the Fidelity to carry out its contract 
with Prudential stockholders. The 
fact that Fidelity stock is now quoted 
at from eight hundred to one thou- 
sand per cent is an assurance that the 
increased issue can easily be sold at 
seven hundred and fifty. 

Although the Prudential has been 
denied the right of purchasing a con- 
trolling interest in Fidelity stock, one 
object of the Prudential management 
in arranging for this deal will have been 
accomplished, namely, the security of 


WHAT THE SITUATION APPEARS TO 


We present the facts in the pro- 
posed inter-purchase of control as 
they have appeared to us from a care- 
ful study of the arguments and sworn 
affidavits presented before the Chan- 
cery Court, and from independent in- 
We 
shall now deal briefly with what ap- 
pear to be the motives animating 
those who are party to this proposi- 


vestigation upon other points. 


tion and also the motives of the minor- 
ity stockholders in protesting against 
it. 

It is clear, and is not denied, that 
the purpose of the directors of the 
Prudential is to secure the present 
management against displacement, 
and that all other details of the plan 
are incident to this primary object. 
The case therefore resolves itself into 
an inquiry as to whether or not it is 
wise to perpetuate the present man- 
agement; or to put it in another way, 
— Do the best interests of the policy- 
holders of the insurance company de- 
mand a change of management ? 

Upon this point it may be said at 
once that in all the criticism made in 
regard to this deal, and in the pres- 
entation of the arguments before the 
Chancery Court, no claim is made 
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the funds and business of the insur- 
ance company against the control of 
outside investors and it seems more 
than probable that the 
of the Fidelity Trust, in exercising 
their control in the affairs of the Pru- 
dential, will continue the present ad- 


directors 


ministration of that company, which, 
according to the affidavits filed by the 


protesting minority stockholders, 
‘‘is especially widely known and suc- 
cessful in the field of industrial 
insurance.’’ 


SHOW — COMMENT BY THE EDITOR. 


that the management of the Pruden- 
tial is not of the highest character. 
In fact, the success of this manage- 
ment is especially emphasized by the 
plaintiffs, and it is contended that the 
directors ought not to be allowed to 
dispose of a major part of their hold- 
ings, because in so doing they will 
relinquish that interest which has led 
them to manage the company in the 
past with so much success. 

It is, however, a fact which no one 
familiar with life-insurance will deny, 
that the 
management does not depend in any 


character and success of 
degree upon the ownership of shares 
of stock entitling the holders to parti- 
cipation in the 


greatest and most successful compa- 


profits. Some of 
nies in the country have been built up 
where the officers have no interest be- 
yond the salary which is paid them 
for their and the 
pride which they have in doing their 
To 


life-insurance company it is not neces- 


services natural 


work well. make a successful 
sary to have shares of stock outstand- 
ing, either in the hands of officers or 
of anybody else. Inasmuch as the 
plaintiffs emphasize the success of the 


present management of the Pruden- 
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tial, there is no danger involved to 
them in securing the continuance of 
that management. In one way or 
another the line of succession in all 
and life-insurance 


great successful 


companies is well established. 
¥ 
Effect on the Public. 


It is contended that the sale of a 
controlling interest in the Prudential 
stock at the high figure named will 
injurious effect upon the 
business of life-insurance as a whole, 
inasmuch as it will call public atten- 
tion to the seemingly large profits in 


have an 


stock life-insurance. It does not seem 
probable, however, that the consum- 
mation of the plan. will injure life- 
insurance any more than the wide- 
spread public discussion which has 
already occurred. If life-insurance 
has been injured the injury has al- 
ready been done; much of it by those 
who have used the occasion to try to 
injure the company. 

We 
agree that this publicity is an injury 
If the business 


are, however, not ready to 
to real life-insurance. 
is profitable, how can life-insurance 
be injured by publicity of the fact? 
Should not the business be benefited 
by such publicity ? 

The offer to purchase a controlling 
interest in Prudential stock 


hundred per cent is in accordance 


at six 


with a well-known economic law,— 
that no man owning property will sell 
it for very much less than market 
value. We deem it to be a fact that 
the controlling stockholders of the 
Prudential can at any time secure at 
least six hundred per cent for that in- 
terest, and probably more. There is 
nothing intrinsically wrong in paying 
the majority stockholders the mini- 
mum value at which they can sell 


elsewhere. The stockholders could 
not be induced to part with their 


holdings in any other way. 
e 
Is There An Actual Danger ? 


While there is no direct authority 
for making the statement the proba- 
bility is that this move on the part of 
the Prudential has 
been taken because of an actual dan- 


the directors of 


ger threatening them. It is more 
than likely that the suit of the minor- 
ity stockholders to block the deal is 
due to the fact that it has prevented 
an ascendency of control to which 
those minority 
forward. 

Mr. Dryden testified 
that he was informed 


stockholders looked 
under oath 
and believed 
that one of the suing stockholders 
paid at least eight hundred per cent 
for some if not all of the stock which 
If this be true then it ex- 
plains why this stockholder objects to 
a sale of the majority stock at six 
hundred, thus depreciating the value 


he owns. 


of his holdings by at least two-hun- 
dred points. If the minority stock- 
holders have recently been buying 
shares at eight hundred or more, and 
the directors of the Prudential do not 
hold enough shares to control the 
company, they are justified in fearing 
an attempt to buy a controlling in- 
terest for the purpose of effecting a 
change of management. 

Our conclusion upon the matter is 
this: If the directors of the Pruden- 
tial do not hold or control a majority 
of the stock, and feel that the future 
success of the corporation depends 
upon the perpetuation of their man- 
agement, and have reason to suppose 
that an attempt is being, or is likely 
to be made to concentrate the stock 
in other hands, they are justified in 
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taking any means which lie within 
their power to prevent such a change. 
They are justified in securing the co- 
operation of a majority of the stock- 
holders to such an end, and to regard 
the individual interests of the minor- 
ity stockholders inconsequential as 
compared with the larger interests of 
the company. It is better for them, 
and for the interests of the policy- 
holders of the company, to have the 
controlling interest owned by a re- 
sponsible trust corporation, than to 
have it in the hands of individuals, 
because any plan to effect a change 
in control then necessitates the con- 
sent of a majority of the directors in 
the corporation, and does not depend 
upon the judgment and decision of 
single individuals. 


- 
Value of the Fidelity Stock Control. 


Having arranged for such a dispo- 
sition of control. the directors of the 
Prudential are justified in further pro- 
tecting themselves by obtaining a 
controlling interest in the corporation 
owning that stock. If their manage- 
ment is as honest and efficient as any 
which could be secured, it is for the 
interests of the policy-holders of the 
insurance company that this should 
be done. 

We do not feel that a purchase of 
Fidelity stock by the Prudential would 
be gratuitously made forthe purpose of 
turning the money over into the pur- 
chase of Prudential stock, because 
the new issue of Fidelity stock can 
easily be placed in private hands at 
seven hundred and fifty. In other 
words, it is not necessary for the Pru- 
dential as a corporation to buy the 
Fidelity stock in order to enable the 


the Prudential 
stock; but so long as the Fidelity 
Trust is to control the Prudential 
stock, it would have been better for 
the Prudential to control the Fidelity 
Trust at seven hundred and fifty than 
for outside parties to buy it at the 
same figure. 


latter to purchase 


The merit of the whole proposition 
rests upon the fundamental assumption 
that the Prudential management has 
been successful, and that it is better 
for the interests of the policy-holders 
of that company that it should be 
continued. The fact that an invest- 
ment of $91,000 made _ twenty-five 
years ago is now worth more than 
$10,000,000 is not unique in indus- 
trial history. All great fortunes have 
grown from small beginnings, some- 
times even from less than nothing, 
and the material prosperity which has 
come to the original promoters of the 
Prudential is probably no more than 
that of the officers of other great and 
successful companies, whether they 
be stock or mutual, and these officers 
are just as securely intrenched in con- 
trol as the officers of the Prudential 
will be under the proposed arrange- 
ment. 

Finally, it seems to us that a suc- 
cession in management which is based 
upon actual service is better than a 
succession based upon the acquire- 
ment of stockholdings by accident of 
birth. Under the present régime the 
future affairs of the Prudential might 
be under the control of those totally 
with the 
under the proposed plan this would 
not be likely to occur, for the succes- 


unfamiliar business, but 


sion of management would then de- 
pend upon capacity, and not upon 
heredity. 
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tial, there is no danger involved to 
them in securing the continuance of 
that management. In one way or 
another the line of succession in all 
great and successful life-insurance 
companies is well established. 


» 
Effect on the Public. 


It is contended that the sale ofa 
controlling interest in the Prudential 
stock at the high figure named will 
have an injurious effect upon the 
business of life-insurance as a whole, 
inasmuch as it will call public atten- 
tion to the seemingly large profits in 
stock life-insurance. It does not seem 
probable, however, that the consum- 
mation of the plan will injure life- 
insurance any more than the wide- 
spread public discussion which has 
already occurred. If life-insurance 
has been injured the injury has al- 
ready been done; much of it by those 
who have used the occasion to try to 
injure the company. 

We are, however, not ready to 
agree that this publicity is an injury 
to real life-insurance. If the business 
is profitable, how can life-insurance 
be injured by publicity of the fact ? 
Should not the business be benefited 
by such publicity ? 

The offer to purchase a controlling 
interest in Prudential stock at six 
hundred per cent is in accordance 
with a well-known economic law,— 
that no man owning property will sell 
it for very much less than market 
value. We deem it to be a fact that 
the controlling stockholders of the 
Prudential can at any time secure at 
least six hundred per cent for that in- 
terest, and probably more. There is 
nothing intrinsically wrong in paying 
the majority stockholders the mini- 
mum value at which they can sell 


elsewhere. The stockholders could 
not be induced to part with their 
holdings in any other way. 


¥ 
Is There An Actual Danger ? 


While there is no direct authority 
for making the statement the proba- 
bility is that this move on the part of 
the directors of the Prudential has 
been taken because of an actual dan- 
ger threatening them. It is more 
than likely that the suit of the minor- 
ity stockholders to block the deal is 
due to the fact that it has prevented 
an ascendency of control to which 
those minority stockholders looked 
forward. 

Mr. Dryden testified under oath 
that he was informed and _ believed 
that one of the suing stockholders 
paid at least eight hundred per cent 
for some if not all of the stock which 
he owns. If this be true then it ex- 
plains why this stockholder objects to 
a sale of the majority stock at six 
hundred, thus depreciating the value 
of his holdings by at least two-hun- 
dred points. If the minority stock- 
holders have recently been buying 
shares at eight hundred or more, and 
the directors of the Prudential do not 
hold enough shares to control the 
company, they are justified in fearing 
an attempt to buy a controlling in- 
terest for the purpose of effecting a 
change of management. 

Our conclusion upon the matter is 
this: If the directors of the Pruden- 
tial do not hold or control a majority 
of the stock, and feel that the future 
success of the corporation depends 
upon the perpetuation of their man- 
agement, and have reason to suppose 
that an attempt is being, or is likely 
to be made to concentrate the stock 
in other hands, they are justified in 
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taking any means which lie within 
their power to prevent such a change. 
They are justified in securing the co- 
operation of a majority of the stock- 
holders to such an end, and to regard 
the individual interests of the minor- 
ity stockholders inconsequential as 
compared with the larger interests of 
the company. It is better for them, 
and for the interests of the policy- 
holders of the company, to have the 
controlling interest owned by a re- 
sponsible trust corporation, than to 
have it in the hands of individuals, 
because any plan to effect a change 
in control then necessitates the con- 
sent of a majority of the directors in 
the corporation, and does not depend 
upon the judgment and decision of 
single individuals. 


¥ 
Value of the Fidelity Stock Control. 


Having arranged for such a dispo- 
sition of control the directors of the 
Prudential are justified in further pro- 
tecting themselves by obtaining a 
controlling interest in the corporation 
owning that stock. If their manage- 
ment is as honest and efficient as any 
which could be secured, it is for the 
interests of the policy-holders of the 
insurance company that this should 
be done. 

We do not feel that a purchase of 
Fidelity stock by the Prudential would 
be gratuitously made forthe purpose of 
turning the money over into the pur- 
chase of Prudential stock, because 
the new issue of Fidelity stock can 
easily be placed in private hands at 
seven hundred and fifty. In other 
words, it is not necessary for the Pru- 
dential as a corporation to buy the 
Fidelity stock in order to enable the 


latter to purchase the Prudential 
stock; but so long as the Fidelity 
Trust is to control the Prudential 
stock, it would have been better for 
the Prudential to control the Fidelity 
Trust at seven hundred and fifty than 
for outside parties to buy it at the 
same figure. 

The merit of the whole proposition 
rests upon the fundamental assumption 
that the Prudential management has 
been successful, and that it is better 
for the interests of the policy-holders 
of that that it 
continued. ‘The fact that an invest- 


company should be 


ment of $91,000 made twenty-five 
years ago is now worth more than 
$10,000,000 is not unique in indus- 
trial history. All great fortunes have 
grown from small beginnings, some- 
times even from less than nothing, 
and the material prosperity which has 
come to the original promoters of the 
Prudential is probably no more than 
that of the officers of other great and 
successful companies, whether they 
be stock or mutual, and these officers 
are just as securely intrenched in con- 
trol as the officers of the Prudential 
will be under the proposed arrange- 
ment. 

Finally, it seems to us that a suc- 
cession in management which is based 
upon actual service is better than a 
succession based upon the acquire- 
ment of stockholdings by accident of 
birth. Under the present régime the 
future affairs of the Prudential might 
be under the control of those totally 
unfamiliar with the but 
under the proposed plan this would 
not be likely to occur, for the succes- 
sion of management would then de- 
pend upon capacity, and not upon 
heredity. 
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THE EVOLUTION OF FRATERNAL INSURANCE. 





Proposed State Regulation of All Orders — Valuations to Be Imposed and Fixed Rates 
Required — Future of Fraternalism. 





The question of increased State 
supervision of fraternal life-insurance 
is now one of paramount importance, 
and none are more interested than the 
representatives of the legal-reserve 
companies in the steps now being 
taken in this direction, because they 
tend not only to impose greater ex- 
actions upon fraternal orders, but also 
to bring them more completely upon 
a business basis and thus more di- 
rectly in competition with the so- 
called old-line companies. 

We have before pointed out that 
the fraternal orders are progressing 
toward the point where they will 
stand as business corporations com- 
peting for public patronage against 
legal-reserve companies. The frater- 
nals depend less to-day upon the bind- 
ing effects of the fraternal spirit and 
more upon the fact that they claim 
to furnish sound insurance for less 
money than the regular companies. 
Many of them are seeking to adopt 
the business methods of the old-line 
companies; at the same time they 
wish to avoid the restrictions and re- 
quirements imposed upon them by 
law. 

As a natural result the field of fra- 
ternalism (as in the case of the old 
assessmentism, now discredited) is 
being invaded by reckless speculators 
who enter it for business purposes 
only, and adopt the semblance of fra- 
ternalism merely to escape State 
supervision and the consequent ex- 
posure of their schemes. There are 
numerous so-called fraternal orders 
which are to-day offering insurance 


to the public purely on a business 
basis, and in competition with legal- 
reserve companies, claiming to fur- 
nish just as good and just as sound 
insurance as these corporations. 

This situation has forced the atten- 
tion of the insurance departments of 
the various States and a united effort 
has been inaugurated to subject fra- 
ternal orders to supervision, which 
will not only make the legitimate 
orders safer, but check the depreda- 
tions of those concerns which are in 
business for the purpose of producing 
profit to their promoters only. 

The question came before the Com- 
missioners Convention at Columbus, 
Ohio, in September last. The Presi- 
dent, Mr. Hart, took emphatic 
grounds in favor of supervision, 
which would ‘‘enforce an actuarial 
reckoning with mortality,’’ and would 
‘*elevate the standard of solvency,’’ 
and which would also prevent organi- 
zations of experiment and imposition, 
thus tending to preserve those orders 
which are in vigorous condition and 
eliminate and close up those which 
are not. 


¥ 


Commissioner Vorys’ Presentation. 


The subject was also made the 
occasion of a special report of pro- 
nounced interest by the Committee on 
Fraternal Insurance, A. I. Vorys of 
Ohio, Chairman. Mr. Vorys’ capac- 
ity as an insurance supervisor has 
been repeatedly demonstrated. In 
fact, he is probably one of the two 
or three ablest insurance commis- 
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sioners now in the public eye. He 
has shown himself a careful and im- 
partial student of life-insurance ques- 
tions, both as they relate to legal 
reserve and fraternal organizations. 
Mr. Vorys’ review of the fraternal 
situation and his recommendations 
and suggestions therein are concise 
and unanswerable, and are worthy 
of careful attention. ' 








A. I. VoRYs, 
Ohio Insurance Superintendent. 


He points out that of all insurance 
organizations the fraternals are per- 
mitted the greatest freedom of action. 
He says that ‘‘apprehensive inquiries 
must arise’’ when the State demands 
that old-line companies promising ten 
billions must have two billions to 
make them sound, while fraternal as- 
sociations promising five billions hold 
but twenty millions of funds to make 
them sound. Upon the other hand 
there stands the fact that the same 
fraternals are managed at one twenti- 
eth of the expense of old-line com- 
panies. Of this, he says: ‘‘ If these 


/ 


comparisons at all indicate relative 
merits, the desire naturally arises’ 
that the strength of the one class 
might be united with the economic 
methods of the other.’’ 

In regard to fraternal insurance as 
a system he said: ‘‘ No system or 
name will change the death rate in 
aly given group of insured individ- 
uals. Enough money must be col- 
lected from members to pay death 
claims as they mature. The death 
rate increases with increasing ages of 
members. Reliance upon new and 
younger members to supply deficits 
in contributions of the older results 
in disappointment. Even if practica- 
ble such a system is unfair.’’ He 
does not advocate arbitrary interfer- 
ence with the fraternal system, but 
contends that the regulation of life- 
insurance is particularly defensible 
because: its contracts and promises 
extend so long into the future. 

The requirement of minimum rates, 
based upon some accepted table of 
mortality, does not accomplish all 
that is desired in rendering fraternal 
orders safe. Beyond this he says: 
‘* The valuation of certificates would 
compel the maintenance of the de- 
sired rates and also the saving of 
funds required for reserve and tend to 
promote continued solvency.’’ The 
National Fraternal Congress table of 
mortality might safely be used as a 
basis of valuation. There appears to 
be no reason why the obligations in- 
curred under such a table of mortality 
and the current rate of interest, should 
not be published in the reports of fra- 
ternal societies. 


¥ 


Proposed Legislation for Fraternals. 


a 


0 


Mr. Vorys presented the draft of 
bill to regulate fraternals which isa 
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radical advance over anything yet 
attempted, and goes further than any 
of the existing fraternal orders favor. 
It declares a fraternal association to 
be one conducted on the lodge sys- 
tem for the sole benefit of its members 
and beneficiaries, and not for profit. 
Such associations may pay death ben- 
efits and also surrender values out of 
funds. Local lodges 
make special provision for sickness 
and disability benefits. Fixed peri- 
odical assessments must be provided 


reserve may 


by the supreme lodges to cover death 
benefits, and may include loading for 
expense. The table of rates shall 
designate the mortality table and the 
rate of interest assumed, as well as 
the loading adopted for expense. A 
safety clause shall be inserted in all 
contracts, under which extra assess- 
ments must be called in case assets 
fall below aggregate liabilities, in- 
cluding reserve. Funds must be in- 
vested in those securities to which 
regular companies are limited by law. 

Acting upon the recommendation of 
the Fraternal Committee the twenty- 
three State Commissioners assembled 
at Columbus voted that the committee 
consult with all fraternal societies for 
the purpose of preparing a uniform 
law bringing them under State 
supervision. 

* 


Conference Held in Boston. 


In accordance with this vote the 
committee called such a conference in 
Boston, This confer- 
ence lasted four days and was attended 
by the following representatives of 
insurance departments: Fletcher, of 
Maine; Barry, of Michigan; Vorys, 
of Ohio; Upson, of Connecticut; 
Folk, of Tennessee; Appleton, of New 
York; and Hardison, of Massachu- 


December 2. 
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setts. The hearing given was a pub- 
lic one, and all fraternal orders were 
invited to participate. Many of the 
prominent orders were represented. 
There was also a special representa- 
tion from the National Fraternal Con- 
gress and from the Associated Frater- 
nities, a new organization which is 
an offshoot of the Congress,— a pro- 
test against some of its principles. 

The bill presented by Mr. Vorys 
was taken by the committee as the 
starting-point for discussion. Two 
substitute bills were admitted, one by 
the National Fraternal Congress, the 
other by the Associated Fraternities. 
The chief point of difference in the 
bill presented by the Fraternal Con- 
gress related to fixed charges and the 
valuation of reserves under an ac- 
cepted table of mortality. The only 
provision touching this matter in the 
Fraternal Congress ‘bill was the fol- 
lowing: ‘‘ Any such fraternal benefi- 
ciary associations may accumulate, 
maintain, and disburse a fund in ex- 
cess of its requirements for the pay- 
ment of current benefits and for the 
protection of its certificates.’’ 

The bill prepared as a substitute by 
the Associated Fraternities has this 
clause in regard to reserves: ‘‘ Any 
such society may create, maintain, 
disburse, and apply reserves, emer- 
gency, or surplus funds in accordance 
with its constitution and by-laws.’’ 
This clause was approved at the an- 
nual session of the Associated Frater- 
nities last September. 

After the hearing was closed the 
Committee of Commissioners went 
into executive session and considered 
the bill and the suggestions which 
had been made. Votes were taken 


as to various points upon which dif- 
ferences of opinion existed between 
the commissioners and the represen- 
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tatives of fraternal orders, as well as 
between individual 
themselves. The committee then ad- 
journed, with the understanding that 
its Chairman, Mr. Fletcher of Maine, 
should embody its conclusions in a 
bill to be subsequently submitted to 
each member for corrections and sug- 
gestions. When thus corrected it 
will be printed and generally circu- 
lated to secure a wider discussion. It 
is not expected by the committee that 
any recommendations made will in- 
fluence legislation during the current 
year. On the contrary, it is deemed 
best that definite or united movement 
in this direction be deferred for an- 
other year to admit of a thorough 
canvass before the committee reports 
back to the Commissioners’ Conven- 


commissioners 


tion in 1903. 
¥ 
Shall the State Make Valuations ? 


Concerning the conclusions of the 
commissioners’ committee it may be 
said that a majority of its members 
favor fixed rates and an emergency 
clause providing for extra assess- 
ments; valuations to be made upon 
an accepted standard in new fraternal 
associations, old associations to con- 
form to this standard after January 
1, 1908; full face value of the contract 
to be paid to beneficiary; no endow- 
ments or limited-payment policies to 
be issued ; insurance to be limited to 
death, sickness, and disability bene- 
fits; no paid agents to be employed. 

The most important point in the 
whole discussion is whether or not the 
fraternal orders shall be subjected to 
a scientific valuation of reserve liabil- 
ities. The fact that this matter has 
been brought forward for discussion, 
and that the have 
agreed upon a limited form of valua- 


commissioners 


tion, shows clearly a tendency toward 
exacting from all fraternals a scientific 
valuation as a test of solvency, the 
same as with old-line companies. It 
is perfectly natural that existing fra- 
ternal oppose this. 
Some of them, have ex- 
pressed a willingness, as well as a 


orders should 


however, 


determination, to work towards a con- 
dition which will enable them to stand 
the searching analysis of a scientific 
valuation. Their contention is, first, 
that they cannot now meet such a 
valuation, and second, that even if not 
applied as a test of solvency the publi- 
cation of the results would injure them 
and disintegrate their membership. 

The fraternal orders will undoubt- 
edly fight in the Legislatures any at- 
tempt to make valuations or to publish 
them in State reports. This would 
probably prevent the consummation 
of legislation which many State Com- 
missioners deem desirable. For this 
reason they have compromised by 
proposing to apply valuations to new 
orders only, allowing the old orders 
to come into line at the end of five 
years. ‘They thus hope to secure the 
cooperation of the fraternals instead 
of their opposition. 

Such 
desirable to the fraternals as a matter 
of self-interest. While their officials 
might for a year or two defeat any 
legislation in the direction of valua- 
tions, they cannot long put off the 
day when their members, educated 
up to the facts, will demand that the 
search-light of publicity be thrown 
upon them. When such a demand 
comes it will not be a gentle one, but 
will be of a sweeping character, such 


cooperation is undoubtedly 


as would tend to destroy, and per- 
haps prevent the building up which 
it is evidently the purpose of the com- 
missioners to conserve. 





TEN YEARS’ GROWTH IN MEMBERSHIP OF FRATERNAL ORDERS. 


The tabulation upon page 60, show- 
ing the increase and decline in mem- 
bership of fraternal orders, has been 
prepared for this magazine from the 
reports made to the Massachusetts 
Insurance Department by those fra- 
ternals which do business in that 
State. The exhibit is an interesting 
one, particularly in view of the pres- 
ent agitation in regard to fraternal 
insurance. It reveals many interesting 
points which are worthy of comment. 

In ten years there has been a total 
increase of 610,000 members in those 
fraternal orders reporting to the Mas- 
sachusetts Department. Of this in- 
crease 111,000 is credited to Massa- 
chusetts orders and 499,000 to orders 
of other States. In the case of the 
orders of other States the increase is 
due to the admission of new orders 
to do business in the State, thus 
interjecting their membership into 
the general accounting. In the case 
of these companies there is no par- 
ticular significance to be attached to 
the total figures as presented. 

In the case of Massachusetts, how- 
ever, some interesting conclusions 
can be reached upon the general 
results for ten years. In the first 
place it is notable that, with two 
exceptions, all the orders which were 
in business ten years ago show a de- 
cline in membership, and that the 
increase appears in the case of new 
orders which have since begun busi- 
ness. This is a practical illustration 
of the well-known fact that the newer 
orders are building themselves up at 
the expense of decay in the older 
orders, and that the success of frater- 
nalism, as it is at present conducted, 
depends less upon a continuing mem- 
bership in old orders than upon the 
establishment of new orders which 
make copious drafts upon the best 
blood of the older orders; thus de- 
pending for their early success upon 
this natural selection in their favor, 
but ultimately becoming in themselves 
old orders subject in turn to disinte- 
gration through withdrawals in favor 
of newer orders. This is a natural 


process which must inevitably take 
place in a system of insurance con- 
ducted upon unscientific principles, 
and it is the weak point which the 
older fraternals are now trying to 
remedy by means of arbitrary State 
legislation. 

The point which we emphasize is 
illustrated, not only in the case of 
figures of the Massachusetts orders, 
but also in the case of those from 
other States which have been in busi- 
ness for ten years. There is not an 
instance of an order which was in 
business ten years ago which does 
not show a decline in membership 
from that date, or at least a decline 
in more recent years. This is par- 
ticularly true in the case of the 
Knights of Columbus, which ten 
years ago had a membership of 127,- 
coo, which has since been decreased 
to less than 56,000. Again in this 
other group we find the newer orders 
making large gains in membership, 
notably the Knights of Pythias and 
the Catholic Mutual Benefit Associa- 
tion, the former having increased its 
membership nearly 20,000 in two 
years, and the latter nearly 30,000 in 
four years. 

As stated, the total increase in 
membership in two years, for Massa- 
chusetts orders, is 111,000. Of this 
increase 94,000 is due alone to the 
Royal Arcanum. This is the largest 
and most progressive fraternal order 
in the country. It has a truly re- 
markable history, and, notwithstand- 
ing the fact that it is one of the oldest 
orders, it has preserved and increased 
its membership in the face of compe- 
tition of newer orders. It is the one 
organization in fraternal insurance 
which is most carefully watched by 
insurance interests, not only on ac- 
count of its success as a fraternal, but 
because the disposition of its manage- 
ment towards placing its affairs on a 
scientific basis is well known. As 
time goes on, the Royal Arcanum 
will probably present one of the most 
interesting studies of experience in 
low-cost life-insurance. 
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PROGRESS OF FRATERNAL ORDERS FOR TEN YEARS. 


Increase and Decline in Membership of those Associations doing Business on the “ Lodge 


System,” reporting to the Massachusetts Insurance Department. 

















NAME. 1901 1900 | 1899 1898 1897 1806 1895 1804 1893 1x92 
ai a ec i = | | 
MASSACHUSETTS. | 
American Benefit ......... 4,475 4,544 5,512 5,007 4,381 3,801 2,071 1,823 909 — 
Am. Legion of Honor..... 7,063 | 11,160} 16,894 19,119] 21,315 | 36,028 | 53,210! 56,060! 60,076 60,554 
COREE BASS o06 605600008 1,252 1,318) 1,501 — _— — sin le ans ial 
Druids.......0- oe 606 | 864 | 1,063 1,041 1,517 2,143 2,155 1,917 1,563 1,596 
Family Protective......... 1,538 1,437) 1,399 933 1,011 607 117 — _ — 
ici 
Fidelity Benefit ........... Receiver| 2,347 1,409 —_ ~_ _ ica = has — 
Foresters, Mass............ 16,296 | 14,943 | 13,839 12,876) 11,476! 10,067 8,504 _— — — 
Fraternal Helpers......... 1,847 2,071 | 2,556 2,245 2,138 2,149 1,644 1,353 777 103 
CONGO BOI 2220s ccccvcece 528 | 569 | 664 960 1,090 1,435 1,664 1,689 1,749 1,868 
err rrr 3,675 | 3,188 | = — =< on an aie Ps ms 
SEER CEC 2,078 2,045 | 2,021 2,055 2,104 2,000 1,995 1,880 a _ 
Home Circle. ......2000+06 6,462) 5,577 5,816 6,217 6,293 6,795 7,212 7,183 6,766 6,531 
Loyal Knights & Ladies.. 579 | 651 | 580 | 572 509 557 491 _ ~ — 
Loyal Orange Institution. 265 | 222 | 193 177 113 | 264 203 29 15 18 
New England.............. R88 116 | 160 124 118 | 138 158 195 21 276 
N. E, Order of Protection.) 30,617 29,125 | 26,831 24,754 | 21,950) 20,189) 18,093 | 15,768) 13,662) 11,572 
Northwestern Ind. ........ Receiver} 547, — — = - si ian pt a 
Pilgrim Fathers........... 22,345 22,311 23,831 | 24,164) 23,0389 | 21,466 | 20,199 18,338) 16,963 15,507 
Portuguese Fraternity.... 1372| 1,357) 1,067; — a — — — — _ 
Progressive Fraternity ... 351 | 176 — — — _ _ _ ane = 
Royal Arcanum..........- 231,132 | 210,074 193,868 | 189,184 | 195,105 | 190,261 | 174,060 | 159,307 | 148,426 | 137,189 
Saint Michael Autonomic. 754 760 ee — _ pit ets it a on 
Scottish Clans, Am. Order 437 376 | 378 403 404 382 361 302 186 142 
Sun Indemnity ............ Receiver) 2,919} 1,298 620 116 31 32 — _ ~~ 
Union Fraternal League.. 1,893 1,596 | 1,545 1,201 1,151 1,032 719 458 252 _ 
U.S. Indemnity ........... 3,215 | 3,859 | 4,294 | 1,603 700| — = = on = 
United Workmen ......... "34,071 | 59,083 | 57,294 | 53,523 | 51,364) 48,932) 45,021) 41,005) 37,442) 32,318 
Workmen’s Benefit........ 6,683 6,624 6,385 5,980 5,341 4,910 3,682 2,360 374 — 
I 60504049 ecanccawes 378,622 | 389,809 | 370,398 352,758 | 351,235 | 353,187 | 341,482 | 309,667 | 289,371 267,674 
OTHER STATES | 
Ahawas Israel ............ | 12,292] 12,254| 8,506) — es - eas - shan - 
Artisans (French-Can). ..| 16,284 | 14,846 —- | — — _— — — — — 
Brith Abraham, In. Ord,..| 55,041 | 48,391 | 41,427) — — — a -_ me 
Brith Abraham, U.S.G.L..| 38,6022; — | — | — — — | — ~ — 
Catholic Benevolent..... .| 38,286 | 41,984 | 45,952 | 47,430! 46,998) 45,051} 41,120) 35,155 — — 
j | 
1 
Catholic Knights .......... | 28,772 | 28,086} 22,647| 22,865 22,878| 24,041; — —_ — _ 
Catholic Mut. Ben. A......| 56,684 | 51,416 — | — | — — | — — _ 
Foresters, Catholic........ | 94,902} 87,5381 | 79,895 | 66,831 — —_ | — — — _ 
Foresters, End. Fund..... 487 515 | 562 | 598 | 657 747 | = 1,056 1,462 2,073 2.497 
Golden Cross: ...sccscess | 25,326 | 25,588 | 32,180 | 32,255 | 32,983) 32,506] 27,574 24,784) 22,107! 20,262 
| | | 
Good Fellows..... boa inte 6,120 8,342 9,478] 10,133 | 10,378 | 10,905 | 11,968 | 12,870! 10,676 | 10,207 
ee 50,304 | 55,102 | 52,830) 43,707 | 38,256 | 31,921 | 25,325) 19,563) 15,069 —_ 
Knights and Ladies.......| 51,808 | 49,785 | 51,799| 64,301] 66,437 | 70,927| 76,162| 73,343 67,516 | 64,661 
Knights of Columbus......| 32,790 | 30,436 | 26,336 | 22,005) 17,576| 13,238) 10,320 8,478 7,210 — 
Knights of Honor......... 55,773 | 59,932 | 66,863 | 82,256 | 89,679 | 96,633 | 115,212 | 119,785 | 128,354 | 127,073 
Knights of Pythias........ 57,075 | 66,561 | 60,522] 54,771 | 51,715} 46,833 | 40,988) 36,371 | 32,922) 30,225 
Ladies’ Cath. Ben. A......| 68,762 | 57,169| 49,188 — — j; — | — | = one aon 
Loyal Add. Benefit A...... 6,491 5,883 | 5,429) 5,410 5,373 | 5,108] 8,861 2,913 — 
Scottish Clans of Mo...... 6,577 | 6,061 5,328 | 4,901 335 | 3,936] 3,473] 3,075) 4,029) — 
Sons of Benjamin......... 25,431 _ —- | - —- |}; — —- | — _ _ 
} | 
St. Jean Baptiste.......... 4,235 — —- | - sot (ile: — _ _ — 
Workmen's 8S. & D. Ben....| 26,892 | 25,739 _ _ -— | = _ —_ _— —_ 
MO ccctwsscaugecks 753,934 | 670,571 | 558,942 | 457,463 |(387,265 | 381,846 | 362,059 | 337,799 | 284,956 | 254,925 








* Decline largely due to change in jurisdiction of Massachusetts Branch. 








MODERN RATE-MAKING IN _ FIRE-INSURANCE. 


Shall this Function Be Exercised by the Companies Alone, or Shall the Agent Have a 
Voice in the Matter ? 


There is no more important ques- 
tion in fire-insurance to-day than that 
of rating. The general problem as to 
whether rates shall be made by means 
of underwriting judgment, classifica- 
tion, schedules, or any other system, 
is a matter which is, as yet, far from 
settled. 

But outside of this there is a phase 
of the problem which is of more im- 
importance ; the 

rating functions. Shall 
they be exercised exclusively by the 
this 


mediate namely, 


control of 
companies, or shall some of 
power, as it affects particular local- 
be placed in the hands of 


This question is not only 


ities, 
agents? 
of immediate 
about which there is probably more 
feeling than any other. There is, 
perhaps, more misunderstanding be- 
tween companies and agents upon 
this one thing than upon any other ; 
in fact, the fire-insurance situation 
to-day gravitates very largely about 
the struggle for the control of rates. 
In early days fire-insurance rating 
was controlled .by the companies; 
subsequently, as a matter of public 
policy, it was placed in the hands of 
agents. At that time agents were 
distinctively the representatives of 
the companies; but by 
evolution the agent has come to stand 
as a middleman the com- 
panies and the property-owner. 


importance, but one 


process of 
between 


As a result, there has arisen a 
conviction on the part of executive 
officials that rating functions should 
be taken out of the hands of agents 


and restored to companies. They 


believe that experience has shown 


the system of rating by agents under 


modern fire-insurance conditions to 


be wrong and impracticable from the 


standpoint of sound fire-insurance 
economics; that the existing ine- 


quality in rates, for which the com- 
panies are publicly condemned to an 
increasing degree, is due to the fact 
that rating powers for different local- 
ities have been controlled by local 
They believe the time has 
arrived when definite steps should be 
taken to put rates within the control 


ageilts. 


of companies; in fact, this movement 
has already been inaugurated, and in 
some sections the rating powers. for- 


merly held by agents have been 
curtailed. 

fy 2 

This movement has encountered 


the resistance of local agents, who 
feel that so far as local conditions are 
concerned better 
judge as to the cost of hazards and 
measure of rates than the companies 
situated at distant points and largely 
unacquainted with local conditions. 
They hold that not only do they pos- 
sess this better knowledge, but that 
it is best for the companies that their 
local agents should make rates be- 
cause they are more closely in touch 
with public opinion, and can adjust 
tariffs from time to time to better 
advantage and with less friction. 

So strong was this feeling on the 
part of local agents that a resolution 
was introduced at the last meeting of 
the National Association of Local 
Fire-Insurance Agents which read as 
follows : 


they are able to 


‘“This Association recommends to its 
members and to all local agents to use 




















—— 

















every effort individually and in State and 
local associations to obtain a reasonable 
share in the making of the rates that gov- 
ern the business of the communities for 
which the agents are held responsible.’’ 

There was a strong feeling in the 
convention in favor of such a resolu- 
tion, and yet there were many who 
advised against it. The committee 
on resolutions, desiring to proceed 
cautiously upon a matter of so much 
importance, reported the following, 
which was unanimously adopted : 

‘*We deem it for the best interests of all 
concerned that rate-making powers invite 
the cooperation of agents to the end that 
local conditions be considered in the 
making of rate-schedules, and that agents 
may have knowledge of and be able to 
justify and defend the rates made,”’ 


Commenting upon this action in 
the last number of this magazine, we 
said: ‘The future welfare of the 
agency movement depends in no 
small degree upon the attitude it 
takes toward rate-making. A _ mis- 
take in claiming direct rating powers 
for agents, in whole or in part, would 
place the organization in a position 
from which it would have to re- 
treat in time with great loss of 
prestige. It is becoming more clearly 
defined as an economic truth that 
rating functions belong solely to the 
companies which have the classified 
knowledge sufficiently broad to make 
rates.’’ 

We desire to emphasize this point 
because we believe it is one which 
agents do not fully realize. Neither 
the National Association or any State 
association or, in fact, any organiza- 
tion of agents, can afford to take a 
position upon any question which is 
fundamentally unsound, no matter 
how much questions of temporary expe- 
diency mayseemtodemandsuchaction. 
Rate-making by agents is not only 
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theoretically unsound, but it is not 
practically feasible under modern 
conditions of fire underwriting. The 
opinion in favor of schedule rating 
and classified statistics has become 
so strong that the rates of the future 
are almost certain to be made upon 
this basis. Under classified statistics 
and schedules, or under any system 
which has any claim to being scien- 
tific, the fixing of the selling price of 
policies must be in the hands of those 
to whom this classified knowledge is 
available. The local agent, by the 
very nature of the case, cannot pos- 
sess this knowledge. He may, to be 
sure, possess a classification of his 
own business in the locality in which 
he operates. 

But fire-insurance rating, to be 
economically sound, cannot be based 
upon the isolated experience of single 
localities. The average upon which 
the rate is based must be general. 
If the local agents in different local- 
ities have power to make rates for 
that locality, without reference to 
other localities or without reference 
to the general experience of the com- 
panies, it is inevitable that inequal- 
ities upon similar hazards in different 
localities should arise. It is impos- 
sible to avoid this result. 

If it be right to give agents any 
power to make rates in a single local- 
ity, it is right that they should have 
full power, and with such power it is 
certain that the agents will establish 
tariffs which are based solely upon 
local conditions and local interests. 
In fact, the demand of the local agent 
for rating authority must rest pri- 
marily upon the fact that it gives him 
power to vary the rate from time to 
time as a question of expediency, and 
because it gives him apparent pres 
tige with the local property-owner. 
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We believe, however, that in the 
final analysis the interests of the local 
agent will be promoted if he relin- 
quishes all claim upon rating powers, 
in favor of the companies to whom it 
rightly belongs. The business will 
gain as a whole if the rating function 
is restored to its normal place. As 
time goes on, through the application 
of schedules and classifications, the ex- 
isting inequalities will be very largely 
removed. It is because of these in- 
equalities that fire-insurance has been 
criticised and made the object of so 
much adverse legislation for which 
the local agent has suffered just as 
much as the companies. There is 
nothing more annoying to a local 
agent than to have property owners 
point out to him that rates in his lo- 
locality upon certain hazards are 
higher than those on the same risks 
in other places. 

And yet the fact that this criticism 
is applied arises largely out of the 
unsound system of local rating. Will 
not the local agent be better off in 
the long run if the responsibility for 
rates is taken from his shoulders? 
Will it not relieve him of the neces- 
sity for making many embarrassing 
explanations? Will it not remove 
from that locality many annoying 
features of competition, for where 
rating is made by agents there is con- 
stant strife between all, to see which 
can do the most for his customers in 
adjusting and readjusting premium 
charges? Would it not be better for 
the interests of the agent if all this 
opportunity for ‘‘ pull’’ and ‘*‘ push”’ 
through rating committees and local 
boards were removed ? 


ee ’ 


As a general economic proposition 
it may be said that the rates charged 
for fire-insurance should be made by 
the companies, who alone possess the 
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adequate knowledge for determining 
an average basis of cost. Under such 
a system thestanding of the local agent 
and his importance as a factor in the 
business will not be diminished ; on 
the contrary, it will be increased. 
Local representatives who can furnish 
companies and their rate-makers with 
the best knowledge in regard to the 
physical hazard of local risks, as well 
as the moral hazard of occupants, will 
be in the greatest demand among the 
companies. 

And it is at this point that the agent 
of talent will be able to assert a real 
and proper influence upon local ra- 
tings, which it is impossible for him 
to do now where rates are made by 
agents who are in competition with 
each other for the control of risks. It 
will be better for the local agents to 
say to property owners that they are 
not responsible for the fire-insurance 
charges established, that such respon- 
sibility rests upon companies, and that 
the agent’s influence upon changes 
in rates rests in his knowledge of 
schedules and the credits and charges 
imposed on different risks thereunder. 

In this direction there is a large 
and uncultivated field for the devel- 
opment of agency talent. The agent 
who studies the rating situation from 
this point of view, and places himself 
in line with the movement to restore 
rating powers to the companies, where 


they properly belong, will become the 
acknowledged expert and a fire under- 
writer of standing in his community. 

We do not believe that this propo- 
sition will appeal to the many agents 
who read this magazine as unsound. 
If it does, or if there are phases of 
the question which have not been ad- 
equately touched upon, we should 
be glad to have our attention called 


.thereto, so that the whole situation 


may be adequately covered and 


frankly discussed. 











MODEL FIRE-INSURANCE BOARD DESCRIBED. 


Conditions of Membership in the Louisville Organization — How Multiple Agents Were 
Handled — A Novel Clearing-House System. 


By A. H. ROBINSON. 


Probably in no large city in this 
country is the great business of fire- 
insurance in better condition and 
more systematically conducted than 
in Louisville. This is largely, if not 
entirely, due to the constitution, by- 
laws, rules, and regulations which 
govern the old ‘‘ Louisville Board of 
Fire Underwriters,’’ in regard to 
which you ask me to write. 

The first code of rules for the gov- 


ernance of this organization was 
adopted February 15, 1854 — now 
nearly half a century back,—and 


from that time until this it has been 
uninterruptedly engaged in looking 
to the welfare of the 
Louisville. The foundation was well 


business in 


laid by men who not only possessed 
more than ordinary underwriting abil- 
ity, but also stood high in commercial 
and social affairs. This gained for it 
the high regard and respect of the in- 
suring public which has been jeal- 
ously guarded to this day, and which 
has done much in enabling its pro- 
moters to bring about reforms in mod- 
ern underwriting. 

But this success of the Board rests 
primarily upon the salient points of 
its constitution and management. 
Foremost of these are the conditions 
and requirements for membership. 
The first requisite is the agency of 
two companies which have no other 
representatives. Then it must be 
understood and agreed that the appli- 
cant is not in any other business and 
will engage solely in fire-insurance. 
When thus qualified, a regular pre- 
scribed application, wherein the appli- 


cant agrees, if elected, to abide by 
the constitution, by-laws, rules, and 
regulations governing the Board, is 
signed, and together with a member- 
ship fee of $500 is passed over to the 
Committee on Membership. When 
acted upon favorably, it is bulletined 
to all members and at the expiration 
of one week is voted upon at a meet- 
ing of the Board at which a majority 
of all members must be present. <A 
three-fourths vote of those in atten- 
dance is necessary to elect. 

This rule has done much to confine 
the business within legitimate chan- 
nels. Without an established busi- 
ness, it is practically impossible to 
secure two independent companies in 
acity of this size, the only oppor- 
tunity for accession being by purchase 
of interest in established agencies, 
and such additions are required to be 
passed upon as new applicants with 
an initiation fee of $250 for each new 
member added to the firm. 

By this method experienced men, 
who are familiar with underwriting 
conditions, board rules and regula- 
tions, are kept in charge of each office, 
thereby lessening the opportunity for 
bad practices and misunderstandings. 
In case of absolute retirement from 
insurance, the member is entitled to 
receive $250 upon surrender of his cer- 
tificate of membership, signing an 
agreement not to reengage in busi- 
ness for one year. 
sion, the certificate of membership is 
forfeited to the Board, but should 
such member be reinstated within 
three certificate 


In case of expul- 


months, a new 
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may be issued on payment of $250. 

The present membership of the 
Board is thirty-eight. At the time 
this rule was made, nine years ago, 
there were thirty-seven agencies, and 
this in a city of 225,000 with premium 
receipts of $1,000,000. This may seem 
to hold out special inducements for 
some to come this way, but before 
doing so they had better stop and con- 
sider the difficulties that will confront 
them after they get here. 

Brokers have never been, and never 
will be permitted to operate in this 
city. There is no exchange commis- 
sion between members on placed busi- 
ness and no brokerage is allowed to 
any one except non-resident agents 
and brokers upon whisky in bonded 
warehouses only, upon which ten per 
cent may be paid. 

Each office represented in the Board 
is entitled to one solicitor only, who 
must be passed upon and approved 
by the Membership Committee. If 
elected, a fee of $50 is paid and a cer- 
tificate is issued to the office making 
the engagement, and that office is 
held responsible for his acts. The 
solicitor’s name is duly registered at 
the Board and all members advised of 
He is recognized 
business with the 

he is associated, 


his engagement. 
only in placing 
office with which 
and must not be engaged in any other 
business. Women solicitors are not 
permitted. 

Realizing some time ago that the 
multiplication of agencies was lead- 
ing to much bad practice and compli- 
cation, we adopted an amendment to 
our constitution which reads: ‘‘ No 
member of this Board shall take the 
agency of a company which has al- 
ready an existing agency in the city 
of Louisville.” 

This ruling not being retroactive 
no objections could be made from 
We looked to the future 


any source. 


for beneficial results, knowing that 
other appointments could not be 
made from that time on. How well 
our expectations have been realized is 
demonstrated in the following table: 


"4 
> 


‘nts, 


DATE. 


Companies having 
One Agent. 











Dec. 31, 97 | 32 | 37 
Dec. 31, ’98 


40 | 37 
Dec. 31, 99 | 43 | 34 
Dec. 31, OU | 45 | 34 
Dec. 31, 01 | 60 | 23 





Oct. 1, ’02 | 62 | 20 


This 
sult in 
and by 


condition will ultimately re- 
sole agencies for Louisville, 
similar action by the local 
boards elsewhere, the efforts of the 
National Association of Local Fire 
Insurance Agents in this direction 
will be simplified, as this trouble ex- 
ists only in large cities. 

Under our rules, members are not 
permitted to solicit the business upon 
the books of a company placed there 
by its former representative. Nu- 
merous resignations have been made 
here in the interest of sole agencies 
and when for one cause or another, 
second and third agencies have been 
taken up, no efforts whatever have 
been made to replace them, eviden- 
cing the respect and loyalty of the 
companies for this ruling. 

Any infractions of the rules of our 
Board are required to be reported to 
the Committee on Grievance, and the 
party so charged must at once deposit 
a fine of $50, andthe burden of proof 
is upon the accused to show his inno- 
cence. Unless this be done to the 
entire satisfaction of the members, 
the accused forfeits the $50 and is re- 
quired to cancel all policies involved 
in the charge, if any, and remain off 
the risk for one year. 

The Louisville Board has always 
been delegated with authority to 
make rates, and this city has been 
uniformly profitable to the companies. 
For the past ten years we have been 
operating under a schedule system of 
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rating, promulgated by our Board, 
entirely satisfactory to our people, 
simple in its construction, easily un- 
derstood and explained, and under 
which for ten years the average loss 
ratio is 49.3 per cent. 

We are always ready and willing 
to abide by any suggestion in the in- 
terest of good underwriting that may 
be made by our companies, and have 
been the first in many cases to intro- 
duce reforms which have become na- 
tional in their scope; for instance, 
the application of the eighty per cent 
clause. 

In the case of a non-board agency 
absolute non-intercourse by Board 
members is required, and the agency 
of such companies if held by Board 
members, must be resigned. 

Certificates of Board membership 
cannot be sold, transferred, or as- 
signed and vest in the transferee any 
membership privileges in the Board, 
until the successor in interest shall 
have been duly elected a member 
thereof, when the old certificate must 
be surrendered and a new one issued. 

Conditions in forms for writing pol- 
icies and all clauses to be attached 
are perscribed by the Board and no 
more liberal conditions or privileges 
are permitted by our rules. When 
policies are canceled for non-pay- 
ment of premium, members are re- 
quired to report to the secretary, who 
in turn immediately sends notice to 
the members, and no member is per- 
mitted to rewrite such canceled in- 
surance until the earned premium 
shall have been paid to the agent 
who first wrote it. 


You ask me to tell about the 
‘*Board’s bank account and what is 
done with the money.’’ This ques- 
tion is a trifle unusual, but we have 
no objection to throwing some light 
on the subject. We really have two 
accounts. One which is raised quar- 
terly by an assessment on the com- 
panies in proportion to premium 
receipts, which is solely for the ex- 
penses of Board management. The 
other account is in the form of trust 
funds, being accumulations from in- 
itiation fees of members and solicitors 


and sources other than from com- 
panies, and which is so invested as to 
produce a revenue. We occasionally 
draw upon this in a small way for 
entertainment purposes. The *‘ Bur- 
goo’’ for the National Association 
came out of this pot, but as a rule 
these funds are kept intact, as we 
may be called upon to redeem board 
certificates which call for a return of 
$250. We have been discussing the 
advisability of entering into an office 
building scheme, whereby the Board 
and the insurance family of this city 
can be comfortably housed. 

There are many other rules in our 
manual which enter into the make-up 
of a well-organized Board. In con- 
clusion, permit me to briefly outline 
our clearing-house system for settle- 
ment of accounts between members. 

This is an organization separate 
and apart from our Board but in 
which all but six of our members par- 
ticipate. It has by-laws prescribing 
that all members shall make up and 
file with the secretary on the fifteenth 
of the month, a statement of debits 
and credits against all members of the 
clearing-house, accompanying same 
with our individual statement against 
each office O. K’d. With these, the 
secretary balances the account against 
each office and on the nineteenth of 
the month, if indebted to the clearing- 
house, we make our check for the 
amount due, and on the twentieth 
the clearing-house pays to all those 
having credits the balance due, less 
a very small percentage to cover com- 
pensation of secretary and expense of 
stationery. In this way, all accounts 
against each other are closed on the 
twentieth of each month. : 


This organization has been in oper- 
ation for six years or more and aside 
from the time saved in looking after 
the collection of individual accounts, 
has proven itself most satisfactory in 
many other ways. There has never 
been a month in its history when all 
accounts between members were not 
balanced, and through this medium 
thousands of dollars in the aggregate 
are settled by the payment of a few 
hundred. 








THE FIRE-INSURANCE SITUATION. 


The Influence of a Short Period of Profit. 


That fire-insurance companies 
‘*cannot stand prosperity ’’ isanaxiom 
which is again receiving emphasis. 
It is a truth which apparently will 
never die. 

The experience of fire-insurance 
companies for the current year has 


been an extraordinary one. During 
the first three months the fire loss 
was exceptional, and apparently 


another year of disaster faced the 
companies. But in the early spring 
a marked change occurred. 
became suddenly very light, and this 
experience has continued almost with- 
out interruption for the balance of the 


Losses 


year. The burning rate for the past 
six months has probably been as 
favorable as ever experienced, and 
when we couple with this the fact 
that the average rate of premium has 
advanced, it will be understood that 
the companies have met with a short 
but most welcome period of unusual 
prosperity. 

The advance the first of the year 
was made upon the theory (a theory 
which was amply substantiated by a 
careful study of the facts) that the 
average rate of fire-insurance in the 
United States was too low to provide 
for a normal rate of burning. Not- 
withstanding this, the sudden cessa- 
tion in fire losses served to throw the 
composite underwriting brain off its 
balance, and to bring into existence 
a period of competitive demoralization 
which no one anticipated for at least 
a year or two. 

There have been numerous expla- 
nations for the favorable rate of burn- 
ing. ‘The general business situation 


doubtless has something to do with 


it, but the most interesting analysis 
of cause is that contained in the /n- 
surance Post, of Chicago, in which 
this change is attributed directly to 
the advance inrates. We quote what 
it says: 


It is probable, however, that the greatest 
part of as much of the change as can be 
traced to definite causes, is due to the flat 
advance, and the application of the sched- 
ules. The publicity that ‘was given the 
flat advance, both by its application and 
the protests it aroused, called the attention 
of the public as never before to the enor- 
mous fire waste of the country, and to the 
fact that a great part of it could be pre- 
vented by ordinary care on the part of 
property-owners. That helped some, but 
greater benefit came from the flat advance 
itself. A man who had to pay twenty-five 
per cent more for his insurance, was roused 
to greater caution by that very fact, and 
in a great many cases he reduced his line 
so that he paid about the same amount in 
premiums, and carried a smaller propor- 
The inevitable result 
of the assumption of a larger share of the 
risk by the assured followed. He 


tion of protection. 


was 
more careful, he cleaned up his premises, 
he hired a watchman or saw that the one 
he had was attending to business, and at 
the time the moral hazard 
greatly reduced. The reduction of lines 
by the companies, making most of the large 
businesses short of insurance, also had a 
At the same time that the 
schedules were being actively applied on 
the special and mercantile hazards, and 
property-owners made haste to put in the 
suggested improvements so as to secure 
the promised reduction in the rate, and 
with the result that was expected —a 
marked decrease in losses. The flat ad- 
vance has made so much trouble, and has 
started so many adverse legislative influ- 
ences, that it is well to be able to offset 
this by the fact that it tended to decrease 
losses as well as increase premiums. 


same was 


similar result. 


The demoralization caused by this 
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prosperity developed an interesting 
situation in the Western field, and it 
is only by the exercise of diplomacy, 
and the granting of concessions that 
serious rate disturbances have been 
deferred. In the latter part of Oc- 
tober the Home Insurance Company, 
of New York, addressed a communi- 
cation to the governing committee of 
the Western Union, announcing that, 
in view of the cutting of tariff rates 
by associated companies in several 
Western states, it would not consider 
itself under further obligations to 
abide by tariffs. 

This letter was immediately given 
publicity by the governing committee. 
Great excitement was created, and for 
a time a rate war was considered as 
imminent. So keen an insurance 
man as Mr. Henry Evans, 
Continental, predicted a general rate 
war in the West, and all the great 
companies began to prepare their war 
chests for the contest. 


of the 


The new governing committee of the 
Western Union, however, was favor- 
able to an abrogation of. the recent 
twenty-five per cent advance in small 
towns, and in the development of this 
policy it visited New York, and con- 
ferred with the officials of the Home. 
Asa result, an agreement by which 
the Western situation should be 
handled was reached, which was sat- 
isfactory to the governing committee, 
to the Home, and to other protesting 
companies which had followed its ex- 
ample. Under this agreement, so- 
called cities and towns of the fifth and 
sixth classes are relieved of the twenty- 
five .per cent advance. In cities of 
the first, second, third, and fourth 
classes, the advance applies until 
schedule rates are promulgated. 
Schedule rates in these classes are 
being prepared and promulgated as 


rapidly as possible. In some cases 
the old schedules have been adopted 
to relieve the situation. 

This action, of course, is accepted 
as a retreat from the position taken so 
emphatically by the companies earlier 
in the year in favor of the flat twenty- 
five per cent advance as an emergency 
measure. Such an early modification 
of that action was unthought of. The 
situation, however, seems to have be- 
come so acute, and events have pro- 
gressed so much more rapidly than 
was anticipated, that the original pro- 
gram is undoubtedly destined to fur- 
ther modification in the near future. 
Already demands are being made 
upon the companies for an abrogation 
of a whole or a part of the twenty-five 
per cent advance made in other sec- 
tions of the country. In this section, 
for instance, such a petition has just 


been made by the Massachusetts 
Board of Trade and the Boston Mer- 
chants’ Association. This demand 


on the part of property-owners will 
undoubtedly spread, and the compa- 
nies will be put to the choice of 
making a reduction or facing public 
criticism. 

The whole situation but emphasizes 
the need of more scientific methods in 
fire-insurance rate-making. Condi- 
tions ought to have been such at the 
opening of the twentieth century that 
so indefensible a method of procur- 
ing increased rates as a flat advance, 
should not have been necessary. The 
flat advance is indefensible as a gen- 
eral principle. It was defensible only 
as an expediency measure under the 
circumstances existing, but the regret 
is that fire-insurance rating as a 
science had not advanced, at that 
time, to a point where flat advances 
were no longer necessary. 

However, notwithstanding the fact 
that the situation as a whole is unsat- 
isfactory, it will undoubtedly tend to 
promote scientific rating. It will en- 
courage the adoption of schedules, 
and we consider it improbable that 
the companies will ever again be 
placed in a position where self-preser- 
vation demands the use of so unsound 
a proposition as flat advances. 








THE PREFERRED RATE PROBLEM AND INTERESTS INVOLVED. 


Since the action taken by the Na- 
tional 
claiming preferred rates to be the 
source of multiple agencies, high 
commissions, and other evils of the 
agency field,— it has been interesting 


Agents’ Association, in pro- 


to note the comment in the insurance 
press upon this action, reflecting as 
it does the attitude of underwriting 
interests. We have yet to observe 
that one of them opposes the sound- 
ness of the action taken, and yet there 
is plenty of argument advanced to 
show that it is impracticable to re- 
duce preferred rates, and also to prove 
that preferred rates are not the sole 
cause of the evils of the business. 

We desire to call attention to some 
comment upon these questions by the 
Western Underwriter of Chicago, and 
the /nsurance Field of Louisville, two 
weekly insurance papers located in the 
West and South which stand first and 
foremost in the independence of their 
attitude toward underwriting ques- 
tions. 

The 
that the movement to reduce rates on 
preferred classes will proceed but 
slowly because there are so many con- 
flicting interests to harmonize before 
it can be done. It does not believe 


Western Underwriter holds 


that the companies will support the 


proposition warmly, or take any ac- 
tion voluntarily, as a matter of prin- 
ciple; that they will only act when 
compelled to do so by public sentiment. 
In regard tothe attitude of agents 
the Western Underwriter has this in- 
teresting statement to make: 


The small agents will probably be found 
almost unanimously against any reduction. 
To them it means a reduction of an already 
small income, and, in many instances, ex- 
The small agents are not 
They are 


termination. 
heard in national conventions. 


either not sufficiently interested to attend 
or they cannot afford it. 

But it is among the large agents that the 
really interesting differences of opinion are 
found. At the present time, most of the 
sentiment in favor of reducing rates on 
preferred classes is to be found in this 
At the same time, of the 
strongest opposition is found there also. 
These big agents need a good quantity of 
preferred business. 


class. some 


Some of them have 
contingent commissions, and they need it 
to make the business of their agencies 
The most of them need it, 
however, to ‘dilute ”’ 


show a profit. 
a dose of special 
hazards sufficiently so the companies will 
take it. A man of the caliber to build up 
a big agency cannot afford to spend his 
time soliciting dwelling-house and furni- 
ture risks. He must, therefore, hire some- 
body else to do it, and he must be able to 
pay enough to secure the services of such 
Furthermore, it serves 
his purposes better that the rates should 
be high, as a given amount of labor then 


another person. 


produces more premiums either to dilute 
other business or to hold down the loss 


ratio. 
The Western Underwriter, how- 
ever, thinks that the responsible 


leaders in the agency movement are 
well aware that these different senti- 
ments prevail. It says: 

They are not looking for a reformation in 
ayear. They are working on plans that they 
believe in time will bring about better con- 
ditions. As regards their attitude to the 
public, they have the right on their side. 
No amount of argument can justify robbing 
Peter, even though he make 
strenuous objections, and though what is 
taken from him is to be given to Paul. 
In their attitude to small agents they are 
right, in so far as they are sincere in try- 
ing to benefit the business at large; but 
where a selfish desire exists to 
people out of the insurance business be- 


does not 


crowd 


cause they are in it only in a small way, 
justice is on the other side. 

The /nsurance Field, of Louisville, 
offers some extremely interesting com- 


ment. It asks, ‘‘ Is the National As- 
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sociation of Local Fire Insurance 
Agents chasing arainbow?’’ It says 
that it may be theoretically correct to 
say that preferred business is at the 
root of fire-insurance evils, but does 
not believe that these rates will be 
reduced so long as the rate-making 
powers are in the hands of the com- 
panies or of men controlled by them. 
A rate war, it holds, on preferred 
classes could not be kept within these 
bounds, but would extend to all 
classes. It says: 

Preferred business is yet the life of fire 
underwriting, and any effort to cut it 
would meet with the most bitter opposi- 
tion, not only from the non-Union com- 
panies, but as well the leaders in the ranks 
of the Union — both American and foreign. 
It is admitted that any attempt to reduce 
preferred rates could not be restricted to 
say twenty per cent or twenty-five per cent, 
but would be started with not less than 
fifty per cent, wiping out with one blow 
about half the income derived by Union 


companies from term business. 


It says that term business is by no 
means a small item in the total busi- 


ness of the companies, and publishes 
a tabulation giving the annual and 
term business in force on the books 
of some of the leading agency com- 
panies, from which it appears that 
the bulk 
upon the term basis, and that in con- 


of the business is written 


sequence the interest of these com- 
panies in keeping preferred rates up 
is very strong. 

The /rsurance Field estimates that 
the receipts from preferred risks will 
average from twenty-five to thirty- 
five per cent of the annual receipts, 
and that it is the profit from preferred 
risks which keeps most of these com- 
panies in business. It says: 

In bad years the preferred business min- 
loss; in 


imizes the profitable 


swells the profit account. If fire under- 
writing were all theoretical, preferred rates 


years it 


would be reduced, but being practical —in 
streaks at least — the companies will cling 
to their preferred risks and will not suffer 
their steady, profit-bearing income to be 
disturbed. The first struggle will be made 
to put the unprofitable class on a profit- 


able basis. 


WHAT THE NATIONAL ASSOCIATION MEANT: COMMENT BY THE EDITOR. 


It seems to be true that the action 
by the National Agency Convention 


will not lead to immediate reform. 
Indeed, it was not expected that it 
would. The declaration made was 


one of general principles. It repre- 


sented a broad platform upon which 


the association felt that it could 
safely stand for all time. No one, 
not even the most self-interested 


underwriter, can deny the absolute 
soundness of the declaration made by 
the National Association. The mat- 
ter of putting this declaration into 
practice, is one of expediency which 
always has largely controlled, and 
will continue to control in the future, 
we hope to a decreasing degree. 


The National Association did not 
believe that the declaration would re- 
sult in immediate action by the com- 
panies in reducing preferred rates. 
It felt that an association which stood 
so essentially for the best interests of 
the agency field, and which rested so 
the 
should plant itself upon this declara- 


conspicuously in public eye, 
tion, perhaps far in advance of actual 
reform. The local agents recognize 
that not only are rates upon so-called 


preferred classes too high in most lo- 


calities, but also that rates upon 
special hazards and_ mercantile 
classes-have been too low. It is not 


anticipated that the companies will 
take any action which will cut down 
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their income upon profitable classes, 
unless, at the same time, there is a 
compensating gain upon unprofitable 
classes. During the past two years 
there has been steady progress made 
towards the placing of non-paying 
hazards upon a profitable basis, and 
this movement is probably approach- 
ing culmination. That is to say, 
companies are reaching that point 
where risks of this character will be 
under schedule rates which will pro- 
duce an income sufficient to cover the 
cost of insurance. 

When this point is reached it is 
reasonable to ask that the companies 
give their attention to the preferred 
classes, so that the large margin of 
profit now existing upon these risks 
may be cut down, and the temptation 
to pay high commissions and make 


multiple agency appointments _re- 
moved. If the non-paying hazards 


are placed upon a profitable basis, 
the urgent need now imposed upon 
the companies for securing preferred 
classes will be taken away. The ne- 
cessity for equalizing the classifica- 
tion, combining profitable and un- 
profitable classes so as to produce a 
fair profit on the whole, will no 
longer exist. 

It is true that the self-interest of 
the companies carrying a large share 
of preferred business will stand in the 
way of immediate change, but this 
self-interest will be very much dimin- 
ished when the non-paying hazards 
are permanently placed upon a pay- 
ing basis. ‘There is some ground for 
the attitude of the companies which, 
under conditions formerly existing, 
have felt that they could not afford to 
reduce rates on preferred classes, and 
would not permit a movement in this 
direction without threatening a rate 
war upon all classes. It contains an 





element of justice which appeals to 
the reason. But where special haz- 
ards and mercantile risks are paying 
a profitable rate, any company which 
insisted upon maintaining ultra prof- 
itable charges upon preferred classes, 
would rightly subject itself to pub- 
lic criticism. 

It seems to us that the time is 
approaching when the companies will 
have to face the question in this light, 
that rates on preferred classes will 
then come down, and that the Na- 
tional Association will have the satis- 
faction of knowing that it recorded 
itself in favor of a general principle 
which ultimately became an estab- 
lished fact. 

Among local agents there is, like- 
wise, a difference of opinion as to the 
expediency of reducing rates upon 
the preferred classes. In some local- 
ities where these preferred rates exist 
and there is little competition, or 
where the source of income to par- 
ticular agents is largely derived from 
this class, it is perfectly natural that 
there should be opposition to this re- 


duction. But there can be no doubt 
that every man who is a local expert 
in the business, who understands 


underwriting, will benefit by any 
movement which tends to place the 
fire-insurance business upon a better 
basis and to increase public confi- 
dence. There may be localities 
where preferred rates are high and 
multiple agencies do not exist, but 
the chances are that in those local- 
ities the number of ‘‘ first’’ agencies 
is more than the premium income of 
the place will adequately support. 
Irrespective of the question of mul- 
tiple agencies for single companies, a 
reduction in preferred risks will tend 
to concentrate the business and make 
it possible for those agents who de- 
vote all their time to insurance to 
control the field which properly be- 
longs to them. 











IN TIMES OF PEACE PREPARE FOR WAR. 


One of the Most Appropriate and Best Received Addresses Before the Fire Agents’ 
Convention — Timely Admonition to the Field Forces. 


By JOHN 


In time of war thousands will rally for 
defense, but in time of peace may forget 
that they have a country to defend. Only 
when great emergencies arise and great 
perils threaten is it easy to arouse enthu- 
siasm and enlist the self-sacrificing service 
of those devoted to any cause. 

When the National Association of Local 
Fire Insurance Agents was organized the 
agents of the country realized the great 
and impending dangers which then seemed 
about to wreck the agency system of this 
country. Especially in the West hostile 
legislation had everywhere become almost 
epidemic and the companies were power- 
less to check the tide. Not only this, 
but they, too, seemed to be in league to 
weaken and belittle the position of the 
local agent by overhead writing and other 
equally demoralizing practices. The or- 
ganization of the National Association of 
Local Fire Insurance Agents was not only 
natural but imperative, and the great suc- 
cess which from the start crowned the 
efforts of its promoters only proved the 
great demand for such an organization. 
What it has accomplished is now a matter 
of history which is too well known to the 
gentlemen comprising this audience to 
recount. 

A lull in the battle, however, has come 
during the past year, not because our asso- 
ciation has been unfaithful in fulfilling its 
mission, but because for the time being 
the dangers which threatened the agents 
have been less conspicuous and the great 
emergencies which called out the heroism 
and loyalty of the agents a few years ago 
This is the 
most trying experience with which any 


are for a time lost sight of. 


organization such as ours can be tested. 
It is a peril which we must not ignore, but 
which we must recognize and endeavor to 
face. The peril of peace is likely to weaken 
our ramparts, to rust our cannon, and 
depopulate our army. 

Our organization is now passing through 
these perils because of the comparative 
peace which now prevails. We are not 


S 


NORTH. 


now having great questions to settle before 
our legislatures; we have put behind our 
backs the overhead writing question; we 
have seen a beginning made in the attempt 
of the companies to rate rationally and 
uniformly by a system of schedule rating ; 
we have met the enemy in many a skir- 
mish with valued policy laws, anti-this 
and anti-that, and have in most cases come 
off victorious; we have won the confidence 
and esteem of our companies and made a 
place for ourselves in the councils of the 
great associations of the land, so that to- 
day we need not be ashamed of our asso- 
ciation make 
existence. 


or any apologies for its 


* 
The Perils of Peace. 


Now it becomes us to see to it that we 


do not sleep at our post and lose the 
ground won. 
What are these perils to be guarded 


against? 


First: Lack of vigilance. This is one of 


our dangers. If we are surprised by a 
sudden enemy and are unprepared to cope 
with him, but find too late that the bill 
has passed while we slept, it will be be- 
cause we did not guard against this peril 
of peace. 

Second: The consciousness of security 
in time of peace finds many a nation 
unprepared when she ought to be in a 
position to defend her borders. We must 
not forget that many great evils are yet 
threatening our agency system, and no 
better time is given to prepare for war 
than during the time of peace. Shall we 
now that the impending danger seems less 
real to us, deceive ourselves or relax our 
vigilance, to 
abandon the ground so dearly purchased ? 
Gentlemen, the fight is still on; the lull 
in the battle is not the end of the war; it 


is only an opportunity which we can use 


allowing our organization 


to strengthen our defenses and recoup our 


ammunition. I believe we must fight 
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great battles in the near future if we shall 

hold the ground we have already won. 
Third : 

matters. 


Loss of interest in association 
Let us keep up the interest in 
our association’ by every means in our 
power and see to it that the agents in this 
country do not forget that there is a 


National Association of Local Fire Insur- 


ance Agents. This can be done in no 
better way than to keep alive our State 
associations, where we can work in closer 
touch with each other. If our State asso- 
ciations are alive and active our interest in 
the National Association will be assured. 

Another peril of peace is the selfish 
retirement from duty. Let us stand by 
the association and by the officers the 
same in time of peace as we did in the time 
of war, willing to sacrifice selfish interests 
if need be in maintaining a glorious stand- 
ing army ready for the battles that we 
know must be in store for us if we are to 
accomplish the purposes for which the 
association was organized. Let us not 
be discouraged by the difficulties which 
seem to overwhelm us. A traveler, stand- 
ing by the Falls of St. John, seeing the 
mighty river flowing over the rocks, and 
realizing that for hundreds and hundreds 
of miles this powerful flood has been rush- 
ing to the sea, might say that no force 
on earth could ever stay this tremendous 
power. But wait awhile and watch the 
silent tide that comes flowing into the Bay 
of Fundy (where the tide rises and falls 
seventy feet). Standing there we see the 
Falls becoming shorter and shorter, until 
soon the rushing waters cease their mo- 
tion. The tide has stopped the mighty 
river and soon we see the waters are flow- 
ing up the river, and behold! we are look- 
ing upon that wonderful spectacle, the 
reversed Falls of St. John. 

Weare told by some that it is impossible 
to cure the multiple-agency outrage, which 
is demoralizing and cheapening the agency 
system; that we can never hope to win in 
such an unequal contest. We may not at 
once be able to stop the current by dam- 
ming the river, but I believe the mighty 
tide has already turned and that the thou- 
sands of agents all over the country who 
are raising their voices against this useless 


and expensive system will soon see that 
the ocean of public opinion has prevailed 
against the narrow river of selfish ambition 





and that the current is setting in the other 
direction. Don’t let us for a moment relax 
our purpose to secure this reform, but in 
patience let us work on, ever striving to 
keep the tide rising, educating agents as 
well as companies to see this subject in its 
proper light. 


¥ 
Preparations Which Should Be Made. 


What can we do to put our organization 
in a better position before our fellow agents 
and overcome some of these perils of peace 
referred to? 

First: We can resolve to strengthen the 
State associations. ‘The officers of the Na- 
tional Association cannot do this. We must 
go home from this meeting and attend to 
this matter ourselves or it will not be 
done. No army can be properly organized 
unless the regiments are well organized 
and officered. 

Second: We can enlist the interest of 
the local agents by constantly keeping be- 
fore them some purpose of the association 
which shall seem worth the effort of the 
association to accomplish. If we have no 
purpose or object to be attained the asso- 
warrant for its existence 
and we have no right to ask the agents of 


ciation has no 
the country to make any sacrifice to per- 
petuate the organization. If we 
worthy object let us keep that object clearly 
and plainly in sight of every agent in the 
land and recruit our army under a banner 
that has no uncertain meaning. If our 
cause is a worthy and righteous one we 
shall not stand in need of recruits if we 


have a 


take pains to get it before the agents. 
Third: We can do good work in times 
of peace by educating or enlightening the 
public along certain lines. This can be 
done in various ways, through the press 
and by public addresses before the boards 
of trade and similar bodies of business 
men. The local agents throughout the 
country are many of them influential mem- 
of these 
arrange to bring before them good speak- 


bers bodies and could easily 
ers, who could show them among other 
things the need of a uniform and intelli- 
gent system of classification and rating to 
secure the protection and security which 
every property-holder has a right to de- 
mand, thus disarming the advocates of 
antirating laws and the like. The coin- 
surance clause would be less condemned if 
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the: justice and reason for such a clause 
would be properly explained. The valued 
policy law and other similar fallacies 
would have fewer advocates if rightly 
understood. Much hostile legislation 
could be prevented or forestalled by a 
friendly and frank discussion of these sub- 
jects and much of the antagonism against 
insurance and insurance companies re- 
moved, in my opinion. 

Fourth: We can see that the companies 
are not left in ignorance of our position on 
certain important questions. We must 
remember that we are not a labor union, 
that can force the acceptance of our 
wishes or methods by strikes and other 
forms of coercion. If we had in our mem- 
bership every local agent in the land, it is 
doubtful if we could accomplish anything 
by force should we desire todo so. If we 
are to win in any controversy which may 
arise between the companies and the local 
agents, it must be accomplished by a cam- 
paign that shall be likened more to the bat- 
tle in the court room, where neither force 
nor threats prevail, but where the repre- 
sentatives of each cause, by argument and 
the weight of testimony, try toconvince the 


tribunal that their cause is just. We must 
show our companies that our cause is just. 
We must show them that their interests as 
well as ours demand the granting of our 
requests. We must show them that we, as 
their agents and representatives, are not 
antagonistic, but friendly, and seeking a 
mutual advantage. We those 
companies who are friendly and disposed 


can show 


to help us how we can reward them for 
their sympathy and confidence by taking 
pains to advance their interests in our 
agencies. Many of the greatest conquests 
are fought in the times of peace. 

What we want for the coming year is 
enthusiasm for our cause, vigilance against 
the perils of peace, and abounding faith in 
the accomplishment of our purposes. 

May we all, North and South, East and 
West, pledge ourselves anew to join our 
hands in sustaining and promoting the 
cause of the National Association of Local 
Fire Insurance Agents in this country, and 
each feel not only the responsibility for 
himself, but also the need of carrying 
home to his own State the leaven which 
shall ‘‘leaven the whole lump’’ and make 
his State solid for the State and National 
Association of Local Fire Insurance Agents. 


TWO PHASES OF THE RATING SITUATION. 


How Different Managers Regard the Matter — Some Valuable and Suggestive Statistics 
by Thomas E. Callagher. 


The rating situation in fire-insur- 
ance received attention at the hands 
of the National Agency Convention 
at Louisville. The recent twenty-five 
per cent advance was mentioned in 
the discussions as well as in resolu- 
tions offered.. No action was taken, 
however, relative to this particular 
point. Two representatives of com- 
pany interests, who appeared before 
the convention, touched on this ques- 
tion, and what they said is of such 
moment that it is reproduced for the 
benefit of readers of this magazine. 
Mr. John B. Castleman, late of the 


Royal Insurance Company, who de- 


livered the address of welcome, took 


occasion to present the following 


suggestion : 


There is a matter which is suggested by 
your presence here which I want, at the risk 
of the propriety of its being questioned, to 
intimate to you. You represent a great 
business, caring immediately for the great 
commercial interests of the land. All of 
us are aware that from the year 1898 to the 
close of 1g01 there spread abroad all over 
this land a fiery epidemic which no treat- 
ment could cure, which no skill could stop. 
As inexplicable as its existence and contin- 
uance was its cessation. In Ig02 this epi- 
demic suddenly ceased, but our principals, 
apprehensive lest it might continue, made, 
as you are aware, an arbitrary advance on 
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the business of certain sections of twenty- 
five per cent. Spread upon the whole 
business the advance was not large, but 
in certain places it was severe, and it is 
your duty to use every influence in your 
power to remove a tax which is becom- 
ing burdensome to the industrial inter- 
ests of the country. I have known but 
company that had the moral cour- 
age in its circular to say this must be 
temporary, but with all companies it 
must, by this time, have demonstrated 
itself, while a measure justified by the 
emergency which at the time, 
as being absolutely inexcusable if long 
continued. It is our duty, therefore, to 
unite in doing whatever may be in our 
power to secure a readjustment of this 
thing upon a basis schedule so simple as 
to be easily explainable to our clients, for 
I hold that no schedule is justified that is 
not sufficiently plain to be understood by 
the ordinary business man. 


one 


existed 


Mr. Thomas E. Gallagher, of Cin- 
cinnati, manager of the A%tna, who 
was present at the convention as an 
onlooker, was called upon to speak 
extemporaneously. He took the op- 
portunity to present some very inter- 
esting statistics in regard to the re- 
sults accruing from the twenty-five 
per cent advance. His remarks are 
appended in full: 

It has not been very many years since I 
was a local agent, a very few years since I 
graduated from the ranks, and I have fe!t 
a very deep interest in the meetings of this 
Association. 
many of them and I assure you that I am 


I have attended a very great 


with you in the work that you are trying 
to perform. The insurance men, or the 
managers and officers of a company, as a 
rule, are a dissatisfied class of people, as 
you have found out perhaps. When we 
have a good year’s business they are dis- 
satisfied because we are not making more 
money, and when we have a poor year we 
are kicking at the local agent because he 
writes so many poor risks. 

On the Ist of January last, when we got 
out our figures for last year, we were all 
very much discouraged. 
to make a very,good showing, and as the 
month of January traveled its course, the 


We were unable 


losses kept increasing until the month 
showed a worse record than January of the 
year February was no _ better. 
Business had reached such a condition 
that something had to be done. A number 
of officers got together and decided to in- 
crease rates. They had in mind what Gen- 
eral Sherman said about specie payment: 
‘“The way to resume is to resume’’ 
they thought the way to increase their re- 
ceipts was to increase the rates, and the 
quickest way to do that was to add twenty- 
five per cent to certain classes. I won’t 
attempt to argue as to the justice of that 
method, but the fact remains that the 
business was in a critical condition at that 


before ; 


>; and 


time. 

The records of our office show that the 
25‘) gave us an increase in the month of 
April of 5.63% on our entire business; in 
the month of May, 6.60%; in the month of 
June, 7.10%; July, 7.40%; and in August, 
6.25%, making an average of about 6% on 
the total premiums of our department 
during those months. The records of our 
department further show that in the year 
1896 our average rate for each $100 of lia- 
bility written during that year was $1.37; 
it shows that in 1897 it had dropped to 
$1.32; in 1898, $1.28; until, in rgor, it had 
reached the low figure of $1.18, or a drop 
of 19 cents.in six years. During that time 
the records of our office also show that the 
amount of loss to the amount of risk had 
decreased instead of increasing, showing 
that the trouble was entirely with rates. 
We had been reducing our rates until we 
had got them below the profit point, until 
there was no profit in the business and 
something had to be done. 

The public do not give us any credit 
for the reduction we have been giving them 
during the past six years. They make a 
great howl because we have increased 
twenty-five per cent on certain 
The records of sixty millionaire compa- 


classes. 


nies — sixty companies doing a business of 
a million dollars or more during the past 
ten years — show total receipts of ten hun- 
dred and eighty-three millions of dollars 
in premiums. Twenty-seven of those com- 
panies showed a profit of nineteen millions, 
and the records of the other thirty-three 
showed an underwriting loss of eleven mil- 
lions, leaving a net balance for the ten 
years’ transactions of eight millions of 
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dollars, or eighty-two one hundredths of 
one per cent. Where is there another 
business that is being done at such a low 
percentage of profit ? 

I have in mind the American Steel Com- 
pany. The records of that company show 
that during the second quarter of this year 
their net profits for those three months 
were thirty-seven million dollars, and the 
net profits for that corporation for the 
nine months of this year were ninety-seven 
millions of dollars; more money than all 
the insurance companies have made in the 
last fifty years, — perhaps I have got that 
a little bit high, but I think it is safe to 
say more than the companies have made in 
the last twenty-five years. 

But during the past three or four months 
the record has been better. The average 
rate of our business shows an increase of 
ten per cent on each $100, and many other 
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companies, I presume, are having the 
same experience, and this is beginning to 
have its effect, Some companies are will- 
ing to overlook things that they would not 
overlook six months ago, and that also 
brings to mind a little anecdote of a friend 
of mine who was at work one day on a 
sewer, —a Mr. Casey. A man came along 
and said to him, ‘‘ Casey, don’t- you wish 
you were getting five dollars a day for that 
work?’’ He said, ‘‘ No, I don’t.’? ‘* Well, 
why not?’’ ‘I will tell you why,’’ said 
Casey. ‘‘Just see how much money I 
would be losing when I took a day off.’’ 

That is the way with the companies. 
They overlook the ten or fourteen cents’ 
increase they are getting on our general 
business, and kick like steers —if I may 
be pardoned for using the expression — 
because they lose an occasional risk to 
some one else. 


EXHORTATION TO AGENTS. 


The Retiring Chief Executive Makes Some Remarkably Appropriate Suggestions at the Close 
of the National Fire Agents’ Convention — What the Associated Movement Has Done 
for the Individual Agent — Future Scope and Power of the Organization. 


I want to thank you from the bottom of 
my heart for your recognition of whatever 
work I have done the last two years. I 
have told you that I have been overpaid 
for whatever time and attention I have 
given the work, by the pleasure and edu- 
cation I have received from it. I have 
been pretty close to the work for the past 
two years, and I did not want this conven- 
tion to adjourn without giving you one or 
two reasons why every one of us should 
have the greatest confidence in the growth 
and power of this institution. 

At first it was a novel proposition that 
the agents of the United States should or- 
ganize. It looked as if it would be an un- 
wieldly and difficult thing to form a 
National Association of these numerousand 
widely scattered units, but the move 
attracted the attention of agents, and they 
began, individually, to flock into the 
National conventions. Of course that stage 
is passed, and from the high-water mark at 
Milwaukee, where 800 delegates were in 
attendance, we have seen the conventions 


lessen in number, until we have registered 
here something between 350 and 400. 

But, gentlemen, we who have been present 
at every convention cannot question the 
fact that as the characteristics of a mass- 
meeting disappeared, the qualities of a 
deliberative assembly began to manifest 
themselves; and that while the number 
in attendance have diminished, the intelli- 
gence and influence of the delegates has 
very appreciatively increased. For my 
part I can say I have never seen a conven- 
tion where the appearance and discussion 
was as inspiring as it has been at this 
convention. 

Now the State Associations have to do 
the bulk of the work in this whole move- 
ment, but I wish to impress on everybody 
here that we must not get the State Asso- 
ciation so close to our eyes that we cannot 
see the National Association beyond it, 
because I submit to you that the work 
which the State Association does, must 
necessarily be intermittent. A crisis comes 
up in the affairs of the State organization 





/ 


and the interests of the business; some 
law has to be passed or drafted; some 
difficulty is on, and the Association coop- 
erates, but when that crisis is passed, the 
Association has nothing to do. 

No State Association can handle a propo- 
Take, 
for instance, this question of rebating. It 
would be very difficult for a State Associa- 
tion to go toa company and ask them to 


sition affecting agents generally. 


discharge an agent that had been convicted 
They would not have 
But when the National 
Association announces it as their belief that 
that man is a discredit to the business, it 


of those things. 
much influence. 


is a different proposition. 

Take our position that the agents should 
be invited to cooperate about the rates. 
That is a thing in the future. Now there 
is a curious thing about the power of truth. 
No matter who announces a truth, if it be 
a truth so expressed that it grasps the 
mind and the conscience of every man who 
hears it, that truth carries conviction by 
its own weight, and not by the weight of 
the power of others. The enthusiasm and 
support of every man that the truth gets 
hold that direction. 
men may not have intelligence enough to 


of draws in Some 
appreciate, and they may go slow, and 
some men may fight it for selfish reasons 
and they may hold back, but nothing can 
resist it, and when we announce, as we 
have on numerous occasions, a clear propo- 
sition of right in our business, the business 
swings tous. That is all there is to it. 
It may take a little time. It may come in 
detail different from what we expect, but 
it is a thing that will come. 

Now in these great problems of our busi- 
ness, the National Association is the only 
bodythat can carry weight, and it is the only 
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body that is trustworthy,.because in our 
State conventions we cannot get sufficient 
breadth to safely announce a great propo- 
sition; but when you get into the Resolu- 
tion Committee of the National Association, 
you get such an average of good sense and 
knowledge of the business, that so long as 
this Association utters only what we all 
are agreed upon, it cannot err. 

Of course that is not a sufficient justifi- 
cation for these conventions as a matter of 


business, but, gentlemen, I want to suggest 
to you that before we had this National 


Association we did not have courage. 
That is what this Association has given the 
We 
get it when we come to these conventions 


and see the grade of men that are in our 


agency corps of the United States. 


business all over the United States. It 
puts heartinto us. Instead of going out 
tongue-tied against a great abuse, almost 
as a forlorn hope, expecting defeat, we 
feel the touch of elbows all through the 
United States, and we feel that this is a 
great army that is going forward in the 
Now, gentlemen, that is the real 
steam behind the movement for the regen- 


cause, 


eration of the local agents in the United 
States. 

One more thought. 
to acknowledge the benefit it has been to 


Who of us can fail 


him through the friendships he has made 
at these conventions ? 
self that I 
meetings a better thinker, a more coura- 


I can say for my- 
have gone away from these 
geous man, and one with more pride and 
joy in my business, and I beg you all, as 
my parting word to this Association, that 
you never, under any circumstances, let 
anybody belittle or doubt the irresistible 
of the National 
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The following are Members of the ‘ 


National Association of Local Fire Insurance Agents 


ALABAMA: 
N. Waller, Selma. 
— W. Scheible & Co., Mobile. 
hames & Batre, Mobile. 
ARKANSAS: 
Adams & Boyle, Little Rock. 


COLORADO: 
. S. Brannen, Denver. 
C, M. Sampson, Antonito. 


CONNECTICUT : 
Dickinson, Beardsley & Beardsley, 
Hartford. 
George E. Judd, Waterbury. 
Root & Boyd, Waterbury. 
ohn C. North, New Haven. 
. F. McNeil & Co., New Haven. 
poe S. Staples & Co., Bridgeport. 
rge C. Stevens & Sons, 
Danbury. 
W. L. Hatch, New Britain. 
Frank D. Layton, So. Norwalk. 
W. C. Atwater & Sons, Derby. 
W. L. Wakefield, Hartford. 
H. W. klin & Co., Hartford. 
Kimball & Parker, Hartford. 
Marsh, Merwin & Lemmon, 
Bridgeport. 
ames A. Hynes, Waterbury. 
ilbur H. Squire, Meriden. 
DISTRICT OF COLUMBIA: 
Ralph W. Lee, Washington. 
Wolf & Cohen, Washington. 
ILLINOIS: 
Case, Shepard & Co., Chicago. 
Smith, Miller, Whitney & Barbour, 
Chicago. 
W. E. Rollo & Son, Chicago. 
Pellett & Hunter, Chicago. 
Frank F. Holmes, Chicago. 
INDIANA: 
Aaron M. Weil & Co. 
KANSAS: ; ® 
John M. Kinkel, Hutchinson. 
KENTUCKY: 
A. H. Robinson, Louisville. 
McAtee & Duncan, Louisville. 
John J. Barrett, Louisville. 
LOUISIANA: 
Peter F. Pescud, New Orleans. 








MAINE: 
Dow & Pinkham, Portland. 
Anderson, Adams & Co., Portland. 
Philip F. Turner, Portland. 
Blake, Burrows & Brown, Bangor. 
George T. Holyoke, Houlton, 
F. C. Lynam, Bar Harbor. 


MARYLAND: 
Allemand & Gallagher, Baltimore. 


MASSACHUSETTS: 
Gilmour & Coolidge, Boston. 
Rogers & Howes, Boston. 
Simpson & Ide, Boston. 
Herman Bird, Cambridge. 
George Y. Wellington & Son, 

Arlington. 

J. M. Lockey & Co., Leominster, 
Clarence H. Hayes, Boston. 


MICHIGAN : 
Warren, Brown & Co., Detroit. 


MINNESOTA: 
Christian & Wagner, Minneapolis. 
Alexander Campbell, Minneapolis. 
Jacob Stone, Minneapolis. 
MISSOURI: 
H. G. Buckingham, St. Joseph. 
Delafield & Snow, St. Louis. 
George D. Markham, St. Louis. 
Baird & Eaton, Kansas City. 
H. M. Blossom & Co., St. Pads. 
NEBRASKA: 
B. L. Baldwin & Co., Omaha. 
NEW HAMPSHIRE: 
G. D. Barrett, Dover. 
William G. Berry, Manchester. 
NEW JERSEY: 
R. P. Conlon, Newark. 
NEW YORK: 
C. B. Armstrong, Buffalo. 
Woodworth & Hawley, Buffalo. 
Clark, Williams & Groves, 
Buffalo. 
—_ A. Campbell, Buffalo. 
enry D. Goodale, Watertown. 
Ww. . Mandeville, Olean. 
E. F. Ashley, Rochester. 
Emmet Rhodes, Auburn. 
H. W. Greenland, Syracuse. 





NORTH CAROLINA: 
Walker Taylor, Wilmington. 
NORTH DAKOTA: 
W. A. Gordon, Grand Forks. 
J. Christensen, Towner. 


OHIO: 

W. L. Alexander, Canton. 

Bryson, Brubacher & Co., 

Solumbus. 

F. C. McElroy, Columbus. 

Henry O'Kane, Columbus. 

Thomas H. Geer, Cleveland. 

A. W. Neale, Cleveland. 

A. W. Parsons, Cleveland. 

O. M. Stafford, Goss & Co., Cleve- 

land. 

Runnals & Manchester, Cleveland. 

Louis L. Rauh, Cincinnati. 

C. A. Leech, Uhrichville. 

Allen Hellowell, Youngstown. 

V. T. Spitler, Findlay. 
PENNSYLVANIA: 

W. B. Flickinger, Erie. 

L. J. Van Anden, Erie. 

Wn. H. Arrott, Philadelphia. 


RHODE ISLAND: 

Starkweather & Shepley, 

Providence. 

SOUTH CAROLINA: 

Reeves & McTureous, Charleston. 
TENNESSEE : 

C. W. Olson & Co., Chattanooga. 
TEXAS: 

Childress & Taylor, Houston. 

Piper, Stiles & Schmitt, San Antonio. 
UTAH: 

E, W. Wilson, Salt Lake City. 
VIRGINIA: 

Childrey & Metts, Norfolk. 

Robert Lee Traylor, Richmond. 

S. E. Bickford, Hampton. 
WASHINGTON : 

B. W. Baker, Seattle. 

Watson, Hanford & Co., Seattle. 

Arthur D. Jones, Spokane. 
WISCONSIN: 

FE. J. Tapping, Milwaukee. 

J. N. Manson, Wausau. 











NORTHERN 


ASSURANCE 
COMPANY 


OF LONDON. 


Eastern and Southern 
« Departments, 
38 PINE ST., NEW YORK. 


George W. Babb, Manager. 
T. A. Ralston, Sub-Manager, 
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ADMITTED 
POLICY RESERVE. & 

DIVIDEND-ENDOWMENT FUND 
CONTINGENT 


42ND YEAR 


ome|ife | 


(oF 0) 10) am — 


ASSETS 


NEW 
IDE 


FUND 
SURPLUS 


INSURANCE IN FORCE 


YORK 


PRESIDENT 


elnsurance(ampany 


$13.370.863 
$11.103,912 
856.819 
100.000 
310.132 
59.646.669 





INDIVIDUAL FIRE UNDERWRITE 


$250,000.00 Cash in Mercantile Trust Co. 
750,000.00 Subject to Call. 


OF aI. LOUIS HE cH SHE SHE BE HE 851,000, 000.00 Total Available Assets. 
LICENSED BY THE INSURANCE DEPARTMENT OF MISSOURI 
THE UNDERWRITERS ARE 


GEORGE L. ALLEN, President Fulton Iron Works. 
Ww. K. Line af President American Car and Foundry Co. 


Banker, 
MURRAY CARLETON, President Carleton Dry Goods Co, 
H. N. DAVIS, President Smith & Davis Mfg. Co. 
JOHN D. DAVIS, Lawyer. 
R. B. DULA, Managing Director Continental Tobacco Co. 
D. R. FRANCIS, President D. R. Francis & Bro. Commission Co. 
JOS. M. HAYES, President Jos. M. Hayes Woolen Co. 
SAMUEL M. KENNARD, President J. Kennard & Sons Carpet Co. 
I. H. LIONBERGER, Lawyer. 


P. C. MAFFITT, Capitalist. 

GEORGE D. MARKHAM, Senior Pariner W. H. Markham & Co. 
ELIAS MICHAEL, Sec’y and Treas. Rice-Stix Dry Goods Co. 
I. W. MORTON. Advisory Director Simmons Hardware Co. 


apitalist. 

E. C. SIMMONS, Advisory Director Simmons Hardware Co. 
CORWIN H. SPENCER, Capitalist. 

D. D. WALKER, Capitalist. 

FESTUS J. WADE, President Mercantile Trust Co. 


ROLLA WELLS, Mayor of St. Louis, and President American Steel Fdy. Co. 


Applications to W. H. MARKHAM & CO., Attorneys and Managers, Century Building St. Louis 
Will write True Surplus Business only 





PHENIX 


INSURANCE 
COMPANY 


OF BROOKLYN, N. Y. 





Has removed to its New Office, 


No. 68 WILLIAM ST., 
New York. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 
MUTUAL LIFE 
INSURANCE 
COMPANY _ OF BOSTON 


S. H. RHODES, President. 
ROLAND O. LAMB, Vice-Pres. and Sec. 





None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men. 





FRANCIS MARSH, 
Manager for Eastern Massachusetts, 
John Hancock Bldg. - 178 Devonshire St. 





JOHN C. PAIGE & CO, 
INSURANCE 


20KILBY STREET 
BOSTON. 








Justice and Satisfaction 


in dealing with both Agents and Policy-holders— 
fairness coupled with invariable honesty of pur- 
pose. These are the endeavors of the management 
of the Union Mutual in all transactions. And 
Promptness is another Home Office motto— 
prompt answering of letters, prompt issuing of 
policies, prompt settlement of claims. 
Always a place for reliable, capable Agents. 


Union Mutual Life Insurance Co. 


Portland, Maine. a  ‘™otporsted 


FRED E. RICHARDS, President. 
ARTHUR L. BATES, Vice-President. 


Address either 
EDSON D. SCOFIELD, Smt., 1110 Am. Tract 


pean | Bld’g, 150 Nassau St., New York City. 
bay “Sat ON CHASE, Suft., 84 Adams St., Chicago, 
i. 

















Life THERE are Particular, 
Logical and Sufficient Rea- 


sons —which you may have 


Accident | sons—which x 
Health ae Why 


The Pacific Mutual Life Insurance Co. 


OF CALIFORNIA (Incorporated in 1868) 


is the Best Company to Insure in and, conse- 
quently, the Best to*Represent. 
A word from you and we will tell you some- 
thing exceedingly interesting. 
Home Office : 
SAN FPRANCISOO, CAL. 


SEECEEECEEEEECEEE CEE 
3333333333333333333 


Eastern Office: 
: 174 BROADWAY, N. ¥. 
4y.32.33333333333333333323323: 
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National 
Assurance 


Company 


OF IRELAND. 





Established 
in 1822. 


Geo. E. Kendall, 


United States 
Manager, 


Hartford, Conn. 
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